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TRENDS  IN  SPENDING  AND  CASELOADS  FOR 
AFDC  AND  RELATED  PROGRAMS 


THURSDAY,  MARCH  11,  1993 

House  of  Representatives, 
Committee  on  Ways  and  Means, 
Subcommittee  on  Human  Resources, 

Washington,  D.C. 
The  subcommittee  met,   pursuant  to  call,   at   1   p.m.,   in   room 
B-318,   Rayburn   House   Office  Building,   Hon.   Robert  T.   Matsui 
(acting  chairman  of  the  subcommittee)  presiding. 
[The  press  release  announcing  the  hearing  follows:] 


(1) 


FOR  IMMEDIATE  RELEASE  PRESS  RELEASE  #2 

TUESDAY,  MARCH  2,  1993  SOBCOHHITTEE  ON  HUMAN  RESOURCES 

COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LON6WORTH  HOUSE  OFFICE  BLD6. 
WASHINGTON,  D.C.   20515 
TELEPHONE:   (202)  225-1025 

THE  HONORABLE  ROBERT  T.  MATSUI  (D.,  Calif.),  ACTING  CHAIRMAN, 

SUBCOMMITTEE  ON  HUMAN  RESOURCES,  COMMITTEE  ON  WAYS  AND  MEANS, 

U.S.  HOUSE  OF  REPRESENTATIVES,  ANNOUNCES  AN  OVERSIGHT  HEARING 

ON  TRENDS  IN  SPENDING  AND  CASELOADS 

FOR  AFDC  AND  RELATED  PROGRAMS 

The  Honorable  Robert  T.  Matsui  (D.,  Calif.) »  Acting  Chairman, 
Subcommittee  on  Human  Resources,  Committee  on  Ways  and  Means,  U.S. 
House  of  Representatives,  today  announced  that  the  Subcommittee  will 
hold  an  oversight  hearing  on  trends  in  spending  on  the  poor  and  in 
aid  to  families  with  dependent  children  (AFDC)  caseloads,  and  recent 
State  budget  and  policy  decisions  on  the  AFDC  and  related  programs. 
The  hearing  will  be  held  on  Thursday,  March  11,  1993,  beginning  at 
1:00  p.m.  in  room  B-318  of  the  Rayburn  House  Office  Building. 
Testimony  at  the  hearing  will  be  limited  to  invited  witnesses  only. 

SCOPE  OF  THE  HEARING; 

With  only  few  exceptions,  national  AFDC  caseloads  rose  to  new 
historic  peaks  every  month  from  August  1989  to  November  1992,  when 
almost  one  out  of  seven  American  children  received  an  AFDC  benefit. 
The  rapid  AFDC  caseload  growth  has  occurred  at  a  time  when  many 
States  have  experienced  severe  budget  constraints.   For  fiscal  years 
1992  and  1993,  the  majority  of  States  faced  impending  budget 
deficits,  and  enacted  some  combination  of  spending  reductions  or  tax 
increases  in  response. 

Public  assistance  programs  have  not  been  spared  from  these 
State  budget  deficit  reduction  efforts.   In  fact,  many  States  have 
reduced  AFDC  benefit  levels  or  allowed  the  purchasing  power  of  the 
benefits  to  decline.   Further,  for  fiscal  years  1991  and  1992, 
States  have  drawn  down  only  two-thirds  of  available  Federal  funding 
for  the  Job  Opportunities  and  Basic  Skills  (JOBS)  program, 
established  under  the  Family  Support  Act  of  1988.   There  is  growing 
concern  that  implementation  of  the  child  care  provisions  of  the 
Family  Support  Act  also  has  been  stalled. 

At  the  hearing,  Members  of  the  Subcommittee  will  have  an 
opportunity  to  hear  testimony  from  budget  experts  and  researchers, 
representatives  of  State  governments,  and  interest  groups  on: 

(1)  historical  trends  in  spending  on  the  poor  and  in  benefit  levels, 

(2)  historical  trends  in  AFDC  caseloads,  and  (3)  the  impact  of 
recent  State  budget  and  policy  decisions  on  the  AFDC  and  related 
programs.   Panels  for  the  hearing  will  be  divided  according  to  these 
issues,  which  are  outlined  in  more  detail  below: 

(1)  How  much  do  we  spend  on  the  poor,  and  how  high  are  benefit 
levels? 

What  are  historical  trends  in  public  spending  on  the  poor? 
What  effect  has  this  spending  had  on  the  poor? 

How  have  benefit  levels  under  the  AFDC  program  changed  over 
time?   How  do  these  benefit  levels  interact  with  other  Federal 
means-tested  programs,  and  how  have  combined  benefit  levels 
changed?  What  effect  have  changes  in  benefit  levels  had  on 
Federal  and  State  budgets? 

(MORE) 


(2)  Why  are  AFDC  caseloads  growing  so  fast? 

What  data  help  to  describe  and  explain  long-term  and  recent 
trends  in  the  AFDC  caseload?  To  what  extent  have  changes  in 
the  size  and  characteristics  of  the  population,  the  economy, 
and  program  policies  contributed  to  recent  increases  in  the 
caseload? 

(3)  What  impact  have  recent  State  budget  problems  had  on  AFDC  and 
related  programs? 

To  what  extent  have  AFDC  caseload  increases  contributed  to 
State  budget  problems?  What  impact  have  State  budget  problems 
had  on:   (1)  benefit  levels,  policy,  and  administration  under 
the  AFDC  program;   (2)  funding  and  implementation  of  the  JOBS 
program;  and  (3)  the  implementation  and  nature  of  the  child 
care  guarantee  available  to  AFDC  families  participating  in 
work,  education  or  training? 

BACKGROOND! 

The  AFDC  program  provides  cash  payments  to  families  of  needy 
children  who  have  been  deprived  of  parental  support  or  care  because 
their  father  or  mother  is  absent  from  the  home,  is  incapacitated,  is 
deceased,  or  is  "unemployed"  (works  fewer  than  100  hours  a  month) . 
Under  the  program,  States  define  "need,"  set  their  own  benefit 
levels,  establish  (within  Federal  limitations)  income  and  resource 
limits,  and  administer  the  program  or  supervise  its  administration. 
Federal  funds  pay  from  50  to  80  percent  of  AFDC  benefits  costs  in  a 
State  (54  percent  on  average)  and  50  percent  of  administrative 
costs. 

The  Family  Support  Act  of  1988  established  a  new  employment, 
education  and  training  program  for  recipients  of  AFDC,  called  the 
JOBS  program.   The  JOBS  program  is  designed  to  help  needy  families 
with  children  reduce  the  degree  to  which  they  depend  on  AFDC  for 
income  and  to  avoid  long-term  enrollment  in  the  program.   States  are 
required  to  enroll  all  able-bodied  persons  whose  youngest  child  is 
at  least  age  3,  provided  State  resources  are  available.   A  range  of 
services  and  activities  must  be  offered  by  each  State.   Federal 
funding  for  JOBS  program  costs  is  available  to  States  as  a  capped 
entitlement,  equal  to  $1  billion  in  fiscal  year  1993. 

Also  under  the  Family  Support  Act,  States  are  required  to 
guarantee  child  care  to  AFDC  families,  if  the  care  is  necessary  for 
a  parent  to  seek  employment  or  remain  employed,  or  to  participate  in 
a  work,  education,  or  training  activity.   In  addition.  States  must 
guarantee  child  care  (and  impose  an  income-scaled  fee  for  this  care) 
for  12  months  after  the  month  a  family  becomes  ineligible  for  AFDC 
due  to  increased  earnings,  increased  hours  of  employment,  or  the 
loss  of  the  earned  income  disregard.   Federal  funding  for  supportive 
and  transitional  child  care  is  available  as  an  open-ended 
entitlement. 

DETAILS  FOR  THE  SUBMISSION  OF  WRITTEN  COMMENTS; 

Any  persons  or  organizations  wishing  to  submit  a  written 
statement  for  the  printed  record  of  the  hearing  should  submit  at 
least  six  (6)  copies  of  their  statement  by  the  close  of  business, 
Friday,  March  26,  1993,  to  Janice  Mays,  Chief  Counsel,  Committee  on 
Ways  and  Means,  U.S.  House  of  Representatives,  1102  Longworth  House 
Office  Building,  Washington,  D.C.   20515.   If  those  filing  a  written 
statement  wish  to  have  their  statements  distributed  to  the  press  and 
interested  public  at  the  hearing,  they  may  deliver  100  additional 
copies  for  this  purpose  to  the  Subcommittee,  room  B-317  Rayburn 
House  Office  Building,  on  the  day  of  the  hearing. 

(MORE) 


FORMATTING   REQUIREMEMT8 ; 

Each  statement  presented  for  printin{  to  the  Committee  by  a  witness,  any  written  statement  or 
exhibit  submitted  for  the  printed  record  or  any  written  comments  in  response  to  a  request  for  written 
comments  must  conform  to  the  (uidelines  listed  below.    Any  statement  or  exhibit  not  in  compliance  wth 
these  (uidelines  will  not  be  printed,  but  will  be  maintained  in  the  Committee  files  for  review  and  use  by  the 
Committee. 

1.  All  statements  and  any  accompanyin{  exhibits  for  printing  must  be  typed  in  sinjle  space  on 
le(al-size  paper  and  may  not  exceed  a  total  of  10  pages. 

2.  Copies  of  whole  documents  submitted  as  exhibit  material  will  not  be  accepted  for  printing. 
Instead,  exhibit  material  should  be  referenced  and  quoted  or  paraphrased.    All  exhibit  material 
not  meeting  these  specifications  will  be  maintained  in  the  Committee  files  for  review  and  use  by 
the  Committee. 

3.  Statements  must  contain  the  name  and  capacity  in  which  the  witness  will  appear  or,  for  written 
comments,  the  name  and  capacity  of  the  person  submitting  the  statement,  as  well  as  any 
clients  or  persons,  or  any  organization  for  whom  the  witness  appears  or  for  whom  the 
statement  is  submitted. 

4.  A  supplemental  sheet  must  accompany  each  statement  listing  the  name,  full  address,  a 
telephone  number  where  the  witness  or  the  designated  representative  may  be  reached  and  a 
topical  outline  or  summary  of  the  comments  and  recommendations  in  the  full  statement.    This 
supplemental  sheet  will  not  be  included  in  the  printed  record. 

The  above  restrictions  and  limitations  apply  only  to  material  being  submitted  for  printing.    Statements 
and  exhibits  or  supplementary  material  submitted  solely  for  distribution  to  the  Members,  the  press  and  the 
public  during  the  course  of  a  public  hearing  may  be  submitted  in  other  forms. 


i  ». 


Acting  Chairman  Matsui.  The  subcommittee  will  come  to  order. 

Today's  Human  Resources  Subcommittee  oversight  hearing  is  on 
trends  in  spending  and  caseloads  for  AFDC  and  related  programs. 
We  want  to  thank  all  of  the  witnesses  who  will  be  testifying  before 
us  today,  and  I  would  like  to  add  that  this  is  the  first  of  a  series  of 
hearings  on  the  whole  issue  of  welfare,  AFDC,  and  the  plight  of  our 
children  in  America  today. 

As  all  of  you  know,  in  1988  we  passed  the  Family  Support  Act 
with  great  expectations  that  the  act  would  go  some  distance  in 
solving  the  problems  of  poverty  in  America.  In  fact,  Sid  Johnson, 
who  just  came  in,  and  I  met  with  his  group  prior  to  the  introduc- 
tion of  the  bill  by  Mrs.  Kennelly  and  me  back  in  1987,  and  at  that 
time  we  decided  that  those  of  us  who  are  interested  in  this  issue 
should  try  to  move  from  dependency,  in  terms  of  the  concept  of 
welfare,  to  independence. 

And  I  think  the  Family  Support  Act  did  move  in  that  direction, 
but,  unfortunately,  as  all  of  us  know,  when  the  legislation  was  fi- 
nally completed  and  implemented,  the  recession  hit  this  country 
and  the  various  States  of  the  Union,  particularly  those  with  high 
AFDC  caseloads,  had  tremendous,  terrible  financial  problems.  As  a 
result  of  that,  much  of  the  Family  Support  Act  has  not  been  imple- 
mented nor  has  it  had  an  opportunity  to  really  work  its  will. 

As  many  of  you  know,  in  the  1992  Presidential  campaign,  then 
Presidential  candidate  Clinton  indicated  that  we  have  to  reexamine 
the  whole  issue  of  poverty  in  America  and  the  whole  issue  of  wel- 
fare. And  as  a  result  of  that,  sometime  later  this  year,  an  interde- 
partmental group  will  be  put  together  as  a  task  force  with  the  idea 
of  coming  up  with  some  major  changes  in  the  welfare  system  in 
America.  The  members  of  this  subcommittee  will  be  at  the  lead  in 
helping  the  President  forge  a  new  direction  in  welfare.  Undoubted- 
ly, we  will  work  off  the  1988  legislation,  and  also  move  to  beef  up 
the  child  support  enforcement  status  of  in  the  United  States  as 
well. 

So  we  look  forward  to  hearing  from  witnesses  on  welfare  issues, 
not  only  today,  but  throughout  the  next  few  months,  and  we  look 
forward  to  alleviating  to  the  plight  of  America's  children. 

[Chairman  Matsui's  opening  Statement  follows:] 


OPENINO  STATEMENT 

THE  HONORABLE  ROBERT  T.  MAT80I 

ACTINQ  CHAIRMAN,  SUBCOMMITTEE  ON  HUMAN  RESOURCES 

COMMITTEE  ON  WAYS  AND  MEANS 

Hearing  on  Recent  Trends  in  Caseloads  and  Spending 
for  AFDC  and  Related  Programs 

March  11,  1993 
**************** 

In  recent  years,  Members  of  the  Committee  on  Ways  and  Means 
have  worked  on  a  bipartisan  basis  toward  the  goal  of  redirecting 
the  welfare  system,  while  protecting  poor  children. 

The  1988  Family  Support  Act  set  in  place  a  framework  that 
emphasizes  the  duty  of  noncustodial  parents  to  support  their 
children;  the  obligations  of  custodial  parents  on  welfare  to  work 
toward  self-sufficiency;  and  the  responsibilities  of  government 
to  provide  a  hand  up,  not  just  a  handout.   We  backed  that  up  in 
1990  with  a  major  expansion  of  the  earned  income  credit,  a  wage 
subsidy  that  explicitly  recognizes  that  work  is  not  yet  a  viable 
economic  alternative  for  many  single  parents. 

For  some  parents  on  welfare,  the  JOBS  program  already  has 
made  a  difference,  and  the  testimonials  are  inspiring.   I'd  like 
to  read  one  of  them. 

"I  would  like  to  tell  you  about  the  JOBS  program. 

Before  I  got  into  the  program,  I  could  not  read;  but 
now  I  can,  thanks  to  the  people  who  are  responsible  for 

the  program.   I  could  not  spell  too,  but  I've  gotten 

better.   And  now  that  is  something  that  no  one  can  take 

away  from  me.   Thanks  to  this  JOBS  program,  now  I  have 

a  chance  for  a  future  for  me  and  my  boys." 

Unfortunately,  since  passage  of  the  1988  bill.  State  welfare 
programs  have  received  some  disturbing  jolts.   AFDC  caseloads 
grew  almost  25  percent  between  1988  and  1992,  just  as  States 
began  implementing  the  reform  legislation.   At  the  same  time,  the 
majority  of  States  have  faced  impending  budget  deficits. 

Today  we  have  an  opportunity  to  explore  these  recent  trends 
and  discover  their  effect  on  AFDC  benefits  and  the  implementation 
of  the  JOBS  program.   Before  we  do,  we'll  also  hear  about 
long-term  trends  in  spending  on  the  poor,  in  order  to  place  the 
AFDC  and  JOBS  programs  in  context. 

The  role  of  the  States  in  our  efforts  to  reform  welfare  is 
critical,  as  emphasized  yesterday  by  Secretary  Shalala  at  her 
appearance  before  the  full  Committee.   I  therefore  look  forward 
to  today's  testimony,  and  appreciate  the  time  the  witnesses  have 
devoted  in  preparation. 


So,  with  that,  I  would  Hke  to  call  on  my  Ranking  Member,  the 
gentleman  from  Pennsylvania,  Mr.  Santorum. 

Mr.  Santorum.  Thank  you,  Mr.  Chairman.  I  appreciate  it,  and 
let  me  thank  you  and  congratulate  you  for  holding  this  hearing 
and  getting  this  very  important  issue  off  and  running  here  in  the 
103d  Congress. 

And  we  hope  very  much  this  will  be  a  bipartisan  issue,  an  issue 
that  we,  on  the  Republican  side,  can  work  with  you  on,  Mr.  Chair- 
man, and  the  administration  to  really  make  some  great  strides  in 
the  area  of  eradicating  poverty  in  this  country. 

So  I  want  to  commend  you  for  this  hearing,  and  as  the  first  of  a 
series  of  hearings  to  really  look  into  and  discuss  this  issue,  and, 
hopefully,  we  can  move  rather  quickly  on  a  solution. 

Let  me  also  make  a  point  in  my  opening  statement  to  welcome 
Jo  Anne  Barnhart  in  particular,  the  Former  Assistant  Secretary 
for  Family  Support  in  HHS.  I  followed  your  career  and  you  just  did 
an  absolutely  outstanding  job  in  the  implementation  of  the  Family 
Support  Act  and  the  JOBS  program,  so  I  want  to  congratulate  you 
for  that  and  thank  you  for  taking  the  time  to  share  some  thoughts 
with  us  today. 

I  am  also  interested  in  the  testimony  of  Mr.  Gabe,  in  particular 
on  the  effect  of  illegitimate  births  on  the  expanding  AFDC  rolls, 
and  that  is  an  issue  which  I  think  is  paramount  if  we  are  going  to 
solve  the  problem  with  the  increasing  AFDC  rolls.  We  must  see 
what  we  can  do  to  stabilize  families  in  this  country  and  limit  or 
encourage  the  decline  in  single  female  head  of  household  families, 
which  is,  unfortunately,  a  great  indicator  of  poverty. 

So  I  want  to  thank  you  again,  Mr.  Chairman,  and  look  forward 
to  the  hearing.  Are  we  going  to  break  and 

Acting  Chairman  Matsui.  Yes,  I  will  call  on  Mr.  Reynolds  and 
then  perhaps  we  will  break  for  a  few  minutes.  The  gentleman  from 
Illinois,  Mr.  Reynolds. 

Thank  you,  Mr.  Santorum. 

Mr.  Reynolds.  Thank  you,  Mr.  Chairman. 

I,  too,  look  forward  to  this  hearing  and  my  State  is  one  of  those 
States  that  have  not  fully  taken  advantage  of  this  program  and 
there  are  lots  of  people  in  our  State  that  need  help  with  this  pro- 
gram. But  with  all  programs,  all  government  programs  we  have  to 
be  looking  at  ways  that  we  can  improve  the  program.  So  I  look  at 
it  from  that  perspective  as  well  and  look  forward  to  these  hearings. 

Thank  you,  Mr.  Chairman. 

Acting  Chairman  Matsui.  Thank  you,  Mr.  Reynolds. 

We  have  a  15-minute  vote  and  then  four  5-minute  votes,  so  we 
are  going  to  consume  at  least  the  next  half-hour.  I  would  like  to 
propose  that  we  come  back  promptly  after  the  last  vote,  at  around 
1:45,  and  those  of  you  are  expected  to  testify  can  take  about  a  half- 
hour  off.  Thank  you. 

[Brief  Recess.] 

Acting  Chairman  Matsui.  The  hearing  will  resume.  I  apologize 
to  the  witnesses  and  the  people  in  the  audience,  because  there  will 
be  another  vote,  probably  within  the  next  half-hour.  The  vote  will 
be  on  final  passage  of  the  NIH  bill,  and  then  there  will  be  a  motion 
to  instruct  the  conferees. 

Mr.  Santorum,  you  have  a  statement? 


Mr.  Santorum.  I  just  want  to  apologize  to  the  witnesses.  I  have  a 
plane  to  catch  later  this  afternoon,  so  after  this  next  vote,  I  will 
not  be  back,  but  my  staff,  who  really  do  all  the  thinking  for  me, 
are  here,  and  will  listen  carefully.  Thank  you. 

Acting  Chairman  Matsui.  Thank  you.  Rick. 

We  did  want  to  complete  this  hearing  within  an  hour  and  a  half 
and  I  am  afraid  we  just  lost  an  entire  hour.  I  want  to  call  the  first 
panel  at  this  time.  Gary  Burtless,  senior  fellow  at  the  Brookings  in- 
stitute; Linda  Giannarelli,  from  the  Urban  Institute;  and  Thomas 
Gabe,  who  is  a  specialist  in  social  legislation  from  the  Congression- 
al Research  Service. 

I  want  to  thank  all  three  of  you  for  appearing  before  the  subcom- 
mittee this  afternoon.  Without  objection,  your  written  remarks  will 
be  entered  into  the  record.  We  do  try  to  adhere  to  a  5-minute  rule, 
but  you  may  need  to  elaborate  and  you  should  certainly  feel  free  to 
use  the  time  you  need  to  make  sure  that  your  comments  are  fully 
explained. 

I  want  to  call  now  on  Mr.  Gary  Burtless. 

STATEMENT  OF  GARY  BURTLESS,  SENIOR  FELLOW,  THE  BROOK- 
INGS INSTITUTION;  AND  VISITING  PROFESSOR  OF  PUBLIC  AF- 
FAIRS, UNIVERSITY  OF  MARYLAND 

Mr.  Burtless.  Thank  you  very  much  for  the  invitation  to  testify 
this  afternoon.  I  will  restrict  my  remarks  to  a  couple  of  central 
points  in  my  written  testimony. 

First  of  all,  near  the  end  of  the  1980s  a  period  of  retrenchment  in 
the  Nation's  poverty  programs  ended.  We  entered  a  new  era  of 
comparative  liberalization  in  these  programs.  No  big  new  poverty 
programs  were  established  by  the  Congress  or  the  President,  but 
some  old  ones  were  reformed  and  some  others  were  extended  to 
new  groups  of  poor  people  who  had  not  previously  been  eligible  to 
collect  benefits. 

So  after  a  decade  of  stagnation,  which  actually  began,  I  think  in 
the  second  half  of  the  Carter  administration,  poverty  spending 
began  to  climb  and  climbed  fairly  sharply. 

Now,  I  should  mention  something  important.  The  recent  overall 
liberalization  did  not  begin  as  a  result  of  any  kind  of  consensus 
about  what  the  overall  direction  of  public  policy  should  be  toward 
the  poor.  Instead,  lots  of  individual  programs  were  liberalized  in  an 
uncoordinated  way,  under  a  variety  of  different  kinds  of  legal  and 
political  and  economic  pressures.  For  example,  one  court  ruling  ex- 
tended SSI  benefits  and  enhanced  Medicaid  to  a  new  class  of  kids 
Congress  and  State  legislatures  forced  or  permitted  some  agencies 
to  offer  medical  aid  and  cash  assistance  to  some  new  categories  of 
poor  people.  And,  as  members  of  the  Ways  and  Means  Committee 
certainly  know,  enthusiasm  in  the  country  and  in  the  Congress  for 
the  EITC  has  led  to  a  real  surge  in  refundable  tax  benefits  that  are 
received  by  working  poor  people. 

So  even  if  the  press  and  the  general  public  are  not  yet  aware  of 
the  fact,  a  significant  liberalization  of  poverty  programs  actually 
occurred  at  the  end  of  the  1980s  and  at  the  beginning  of  the  1990s. 
To  be  sure,  many  State  governments  have  curbed  spending  on  the 
most  unpopular  of  the  public  programs,  cash  public  assistance,  but 


the  cutbacks  there  have  been  far  outweighed  by  increased  spending 
on  Medicaid,  on  Head  Start,  and  on  supplemental  security  income. 

Now,  it  is  also  true  that  a  lot  of  the  additional  spending  we  have 
seen  over  the  last  couple  of  years  has  been  due  to  the  recession  and 
to  its  unexpected  duration.  But  let  us  not  kid  ourselves.  The  bad 
economic  times  of  the  early  1980s  were  really  worse  than  we  have 
seen  over  the  past  3  or  4  years,  and,  in  particular,  they  were  much 
worse  for  the  poor.  Yet,  there  was  no  equivalent  surge  in  poverty 
spending  in  the  early  1980s.  You  can  look  it  up. 

So  the  first  point  is,  just  to  repeat,  poverty  spending  had  a  10-  or 
12-year  period  of  relative  stagnation,  by  which  I  mean  spending  on 
programs  targeted  on  the  poor  remained  fairly  constant  as  a  per- 
centage of  national  income.  After  that  10-  or  12-year  period  of  stag- 
nation. State  and  Federal  spending  on  the  poor  has  climbed  sharp- 
ly in  recent  years. 

Some  of  the  spending  will  certainly  go  away  when  the  recession 
comes  completely  to  an  end.  But  I  think  most  of  it  will  not,  because 
the  jump  in  outlays  represent  a  permanent  increase  in  the  amount 
we  are  spending  on  medical  care,  in  particular. 

A  second  point,  this  time  about  the  conventional  wisdom.  Now, 
the  conventional  wisdom  in  this  town,  and  I  think  outside  the  belt- 
way  too,  is  that  programs  that  help  the  poor — or  that  are  intended 
to  help  the  poor — do  not  actually  succeed.  In  spite  of  the  Govern- 
ment's best  efforts — and  many  people  claim,  because  of  the  Govern- 
ment's best  efforts — poor  people  in  this  country  are  falling  further 
and  further  behind  the  mainstream. 

Now,  this  wisdom  is  certainly  encouraged  by  folks  who  oppose  ac- 
tivist government — and  I  think  you  know  who  you  are — who  rou- 
tinely condemn  government  redistribution. 

I  am  sorry  to  say  the  conventional  wisdom  is  also  reinforced  by 
the  official  census  statistics  on  poverty,  because  these  statistics 
paint  a  very  gloomy  picture  of  sharply  higher  poverty  over  the  past 
two  decades,  even  though  public  spending  on  the  poor  has  soared 
over  the  period. 

My  testimony  contains  some  spending  statistics  showing  how 
spending  on  the  poor  rose  from  about  3  percent  of  national  income 
to  about  4.5  percent  of  national  income  between  1973  and  1992,  yet 
the  poverty  rate  climbed  in  that  period  from  about  11  percent  of 
the  population  to  over  14  percent  of  the  population. 

The  official  poverty  rate  for  children  is  now  almost  22  percent, 
more  than  half  again  higher  than  it  was  at  the  beginning  of  the 
1970s  when  the  child  poverty  rate  was  just  a  bit  over  14  percent. 

Well,  there  is  some  truth  in  the  conventional  wisdom.  There  is 
some  truth  for  some  programs.  But  a  full  evaluation  of  all  the  pro- 
grams that  I  am  talking  about — namely,  those  that  are  means- 
tested,  that  you  are  not  eligible  to  collect  benefits  under  unless  you 
have  low  enough  income — a  full  evaluation  of  these  programs  and 
their  effects  leads  to  a  much  less  depressing  conclusion,  I  think. 

Most  programs  for  the  poor  achieve  their  objectives  at  least  to  a 
limited  degree.  Public  assistance  actually  succeeds  in  making  fami- 
lies who  would  otherwise  be  poor  a  little  less  poor.  Food  stamps 
certainly  improves  the  well-being  and  possibly  raises  the  food 
intake  of  people  who  live  in  the  Nation's  poorest  households. 
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Medicaid  has  undoubtedly  improved  poor  families'  access  to 
decent  health  care.  Job  Corps  and  most  other  training  programs, 
particularly  for  adults,  raise  the  employability  of  low-skilled  work- 
ers. Most  training  programs  are  judged  to  be  moderately  successful 
by  competent  evaluators. 

None  of  these  programs  achieve  spectacular  results.  But  spectac- 
ular results  are  very  difficult  to  achieve.  And,  remember,  this  is 
true  in  private  companies  as  well  as  public  programs. 

More  fundamentally,  many  of  the  most  costly  social  programs  do 
not  even  aim  to  reduce  poverty  as  it  is  officially  defined  by  the 
Census  Bureau.  They  have  specific  objectives  like  improving  some- 
one's housing  or  diet  or  access  to  basic  medical  care  that  are  not 
measured  in  the  official  poverty  statistics,  which  only  look  at  fami- 
lies' cash  income. 

And,  finally,  a  lot  of  the  spending  that  I  have  been  talking  about 
goes  to  people  who  are  institutionalized.  And  this  spending  is  not 
counted  at  all  when  we  are  calculating  the  Nation's  poverty  rate.  It 
is  just  excluded.  Yet,  let  us  face  it,  poor  people  who  are  denied  SSI 
and  Medicaid  benefits  cannot  afford  to  live  in  nursing  homes.  So 
poor  institutionalized  people  receive  benefits  that  are  crucial  to 
maintaining  their  well-being.  So  I  am  a  lot  let  us  pessimistic  about 
these  programs  than  the  conventional  wisdom.  Thanks. 

Acting  Chairman  Matsui.  Thank  you  Dr.  Burtless. 

[The  prepared  statement  follows:] 
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Background 

The  conventional  wisdom  is  that  programs  aiding  the  poor  do  not  work.  In  spite  of  the 
government's  best  efforts,  or  perhaps  because  of  them,  the  poor  are  falling  further  and 
further  behind  the  American  mainstream.  This  perception  is  encouraged  by  opponents  of 
activist  government,  who  routinely  condemn  public  redistribution,  and  it  is  reinforced  by 
official  statistics  on  poverty,  which  show  sharply  higher  poverty  over  the  past  two  decades 
even  though  public  spending  on  the  poor  has  soared. 

While  there  is  some  truth  in  the  conventional  wisdom,  for  some  government 
programs,  a  full  assessment  of  the  facts  yields  a  less  depressing  conclusion.  Most  programs 
for  the  poor  achieve  their  objectives  to  at  least  a  limited  degree.  Public  assistance  succeeds 
in  making  families  who  would  otherwise  be  destitute  a  little  less  destitute.  Food  stamps  and 
other  nutrition  programs  raise  the  food  intake  of  people  living  in  poor  households. 
Medicaid  improves  poor  families'  access  to  decent  health  care.  Job  Corps,  adult  training  and 
placement  programs,  and  other  job  preparation  programs  raise  the  employability  of  low-skill 
workers.  They  are  usually  judged  moderately  successful  by  competent  evaluators.  None 
of  these  programs  achieves  spectacular  results.  But  spectacular  results  are  difficult  to 
achieve,  in  either  the  public  or  the  private  sector. 

More  fundamentally,  many  of  the  most  costly  social  programs  do  not  even  aim  to 
reduce  poverty  as  it  is  officially  defined.  They  have  specific  objectives,  such  as  improving 
diet,  basic  medical  care,  and  housing  conditions,  which  are  not  measured  by  a  family's  cash 
income.  The  conventional  poverty  statistics  thus  provide  a  notoriously  inaccurate  yardstick 
for  evaluating  the  success  or  failure  of  many  of  these  programs.  Finally,  many  social 
programs  are  designed  to  support  the  living  standards  of  the  nonpoor  as  well  as  the  poor. 
Social  Security  and  Medicare  are  not  specifically  targeted  on  the  poor.  When  spending  on 
social  insurance  programs  is  subtracted  from  total  social  spending,  the  rise  in  expenditures 
per  person  in  poverty  appears  much  more  modest. 

But  if  it  is  easy  to  criticize  the  yardstick  we  use  to  measure  success,  it  is  harder  to 
argue  that  we  cannot  measure  the  intensity  of  our  effort.  Our  efforts  can  be  gauged  rather 
precisely  —  by  the  amount  of  money  we  spend.  Spending  on  programs  that  aid  the  poor 
has  climbed  massively  over  the  past  three  decades.  During  the  decade  and  a  half  after  1960, 
the  U.S.  government  mounted  or  expanded  numerous  programs  targeted  on  the  poor: 
Medicaid,  food  stamps,  subsidized  housing.  Supplemental  Security  Income,  targeted  student 
grants  and  loans,  training  for  poor  adults,  an  earned  income  tax  credit,  and  work  incentives 
for  able-bodied  welfare  recipients.  Transfer  programs  for  the  nonpoor,  such  as  Social 
Security  and  Medicare,  were  also  liberalized,  with  many  of  the  extra  benefits  flowing  to  the 
poor. 


'  Visiting  Professor  of  Public  Affairs,  University  of  Maryland,  and  Senior  Fellow,  the  Brookings 
Institution,  Washington,  D.C.  Suzanne  Smith,  formerly  of  Brookings,  helped  assemble  the  statistics 
reported  in  this  testimony.  The  views  expressed  are  solely  my  own  and  should  not  be  ascribed  to  the 
University  of  Maryland  or  the  staff  or  trustees  of  the  Brookings  Institution. 
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The  trend  toward  increased  public  generosity  to  the  poor  came  to  a  halt  at  the  end 
of  the  1970s.  Although  total  outlays  on  the  poor  continued  to  mount  in  the  1980s,  almost 
all  of  the  rise  was  due  to  rising  poverty.  None  was  due  to  more  generous  government 
provision  for  the  low-income  population.  Many  programs,  including  the  main  cash 
assistance  program  for  indigent  children,  were  severely  curtailed.  Thus,  despite  increased 
outlays,  spending  per  poor  person  did  not  rise. 

Near  the  end  of  the  1980s,  the  period  of  retrenchment  ended.  The  nation  entered  a 
new  era  of  program  liberalization.  Few  new  programs  were  initiated,  but  some  old  ones 
were  modestly  reformed  and  others  were  extended  to  new  groups  of  the  indigent.  After  a 
decade  of  stagnation,  f>overty  spending  began  to  climb.  The  recent  era  did  not  begin  with 
any  consensus  on  the  nature  of  desirable  reform.  Instead,  individual  programs  were 
liberalized  in  an  uncoordinated  way,  under  a  variety  of  legal,  political,  and  economic 
pressures.  Court  rulings  extended  some  benefits  to  new  classes  of  the  poor;  Congress  and 
state  legislatures  forced  agencies  to  offer  medical  and  cash  assistance  benefits  to  a  wider 
population;  and  enthusiasm  for  tax  reform  led  to  a  surge  in  refundable  income  tax  benefits 
for  the  working  poor.  Even  if  the  press  and  general  public  are  not  yet  aware  of  the  fact,  a 
significant  liberalization  of  poverty  programs  occurred  in  the  late  1980s  and  early  1990s.  To 
be  sure,  some  state  governments  have  curbed  spending  on  the  most  unpopular  aid  program 
--  cash  public  assistance.  But  these  cutbacks  have  been  far  outweighed  by  increased 
Sfjending  on  Medicaid,  Head  Start,  and  Supplemental  Security  Income. 


THE  TREND  IN  POVERTY  SPENDING 

The  nation  offers  three  main  forms  of  assistance  to  help  equalize  incomes  and  reduce 
poverty:  means-tested  income  transfers,  social  insurance,  and  targeted  education  and 
training  programs.  The  first  of  these  will  be  the  focus  of  my  testimony. 

Means-tested  programs  distribute  money  and  other  resources  directly  to  poor  or 
near-poor  families.  In  some  programs  benefits  are  restricted  to  particular  classes  of  the  poor 
-  the  aged,  the  disabled,  single  parents  and  their  children. 

Cash  assistance.  Over  the  past  thirty  years,  spending  on  cash  assistance  programs  has 
gone  through  several  distinct  phases  (see  Figure  1  and  Table  1).  Between  1960  and  1973 
federal,  state,  and  local  spending  on  AFDC  rose  more  than  fourfold,  as  average  benefit  levels 
rose  and  participation  in  the  program  soared.  Liberalization  of  the  program  ended  in  the 
mid-1970s,  and  a  significant  contraction  ensued.  In  the  eight  years  after  1976  real  outlays 
declined  15  percent,  as  eligibility  conditions  were  tightened  and  nominal  benefit  levels  failed 
to  keep  pace  with  the  rate  of  inflation.  The  fall  in  AFOC  spending  is  all  the  more  striking 
in  view  of  the  rise  in  child  poverty  that  occurred  over  much  of  this  period.  The  number  of 
children  officially  classified  as  poor  jumped  40  percent  between  1978  and  1983,  but  AFDC 
spending  fell  more  than  10  percent  in  those  years. 

A  new  phase  in  AFDC  spending  began  in  the  late  1980s.  President  Reagan  and  the 
Congress  agreed  to  a  modest  package  of  reforms  in  the  Family  Support  Act  of  1988. 
Although  these  reforms  were  intended  to  raise  the  percentage  of  AFDC  recipients 
participating  in  work  and  training  programs,  some  features  of  the  package  actually 
liberalized  eligibility  requirements.  States  which  previously  restricted  benefits  to  single- 
parent  families  were  obliged  to  extend  benefits  to  two-parent  families  with  an  unemployed 
parent.  At  the  end  of  the  1980s,  participation  in  the  program  -  and  its  cost  ~  once  again 
began  to  rise.  Pushed  up  by  the  effects  of  the  1990-91  recession,  AFDC  caseloads  and  real 
spending  levels  reached  record  highs  in  the  early  1990s.  AFDC  spending  was  nonetheless 
only  modestly  above  its  level  in  the  mid-1970s,  when  the  number  of  people  in  the  program 
was  more  than  2  million  lower. 


^  Unless  otherwise  stated,  all  sf>ending  amounts  are  calculated  as  federal  fiscal  year  totals  measured 
in  constant  1990  dollars.  Spending  totals  include  estimates  of  state  and  local  as  well  as  federal  outlays. 
Current  dollars  are  deflated  using  the  personal  consumption  expenditure  deflator,  ttie  deflator  used  by 
the  U.S.  Office  of  Management  and  Budget  to  deflate  payments  to  individuals. 
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Spending  on  cash  assistance  programs  other  than  AFDC  grew  much  more  slowly 
after  1960.  In  fact,  after  1975  outlays  on  cash  programs  aside  from  AFDC  actually  shrank 
for  nearly  a  decade.  Means-tested  cash  benefits  for  the  low-income  aged,  blind,  and 
disabled  remained  relatively  flat  between  1960  and  the  late  1980s,  except  around  1973  when 
the  federal  government  established  the  SSI  program,  assuming  most  resfX)nsibility  for  giving 
categorical  aid  to  those  groups.  At  the  end  of  the  1980s,  spending  on  SSI  began  to  soar. 
Between  1989  and  1992  outlays  rose  more  than  40  percent,  driven  partly  by  a  court  decision 
(Sullivan  v.  Zebley)  extending  eligibility  to  new  groups  of  disabled  children. 

Most  means-tested  cash  assistance  programs  provide  benefits  to  people  with  little  or 
no  wage  earnings.  An  exception  is  the  Earned  Income  Tax  Credit  (EITC).  Instead  of 
shrirUcing  as  a  recipient's  earnings  grow,  the  credit  rises,  at  least  up  to  a  specified  limit. 
Since  its  introduction  in  the  mid-1970s,  the  Credit  has  enjoyed  steady  popularity  in 
Congress.  Liberalized  in  1986  and  1990,  the  EITC  now  transfers  about  40  percent  as  much 
money  to  low-income  families  as  the  AFDC  program. 

Total  real  spending  on  cash  assistance  -  including  the  EITC  -  rose  to  a  peak  in  1976, 
fell  about  14  jjercent  over  the  next  eight  years,  and  slowly  returned  to  its  old  peak  by  the 
end  of  the  1980s.  Contrary  to  a  popular  perception  that  welfare  spending  was  soaring  at' 
the  time  President  Reagan  took  office  in  1981,  real  cash  assistance  outlays  rose  only  about 
one-fifth  in  the  decade  from  1971  to  1980  and  actually  fell  7  percent  in  the  four  years  b^Hre 
1981.  Total  spending  for  cash  assistance  rebounded  slightly  later  on  in  the  1980s.  Eu  in 
spite  of  the  substantial  rise  in  U.S.  poverty  between  the  mid-1970s  and  early  1990s,  by  1991 
real  spending  on  cash  assistance  only  slightly  exceeded  the  level  attained  in  1976. 

In-kind  benefits.  The  history  of  in-kind  assistance  programs  offers  a  marked  contrast 
to  that  of  cash  programs.  Real  spending  on  means-tested  in-kind  programs  has  risen 
strongly  and  virtually  without  interruption  since  the  mid-1960s,  although  the  rate  of  increase 
fell  off  sharply  during  the  first  few  years  of  the  Reagan  Presidency  (see  Figure  1).  In-kind 
assistance  is  provided  in  three  main  forms:  as  food  (through  food  commodity  distribution, 
subsidized  school  meals,  and  food  stamps);  as  housing  (through  public  housing  projects  and 
other  housing  subsidy  programs);  and  as  medical  care  (primarily  through  the  federal-state 
Medicaid  program).  Government  outlays  on  each  of  these  k'ndi.  of  assistance  soared    ^'ter 

1965,  although  the  growth  of  Medicaid  spending  has  been  much  more  sustained  and 
dramatic  than  the  rise  in  spending  on  either  food  or  housing  aid. 

The  fastest  growth  in  food  assistance  programs  occurred  between  1969  and  1981, 
when  federal  spending  on  means-tested  food  and  nutrition  aid  rose  about  twelve-fold, 
jumping  from  $2  billion  to  $24  billion.  .As  a  result  of  tighter  eligibility  limits  and  modest 
reductions  in  benefit  generosity  early  in  the  Reagan  Administration,  real  spending  on  food 
and  nutrition  programs  fell  during  the  first  half  of  the  1980s.  But  food  stamp  enrollments 
and  spending  climbed  sharply  in  the  late  1980s  and  early  1990s  as  a  result  of  the  job  market 
woes  of  low-income  families. 

Housing  and  energy  aid  grew  more  slowly  than  food  assistance,  but  its  climb 
persisted  longer  into  the  1980s.  Housing  programs  that  involve  new  construction  often 
require  public  funding  commitments  many  years  in  advance  of  when  money  is  actually 
spent.  C3nce  these  commitments  are  made,  the  pace  of  public  spending  can  only  be  changed 
with  some  delay.  The  Reagan  Administration  slowed  down  the  rate  of  commitment  to  new 
projects,  but  it  did  not  dramatically  change  the  pace  of  actual  spending  until  the  mid  1980s. 
Since  reaching  a  peak  in  1986,  housing  outlays  on  the  poor  have  fallen  moderately  and  then 
fluctuated  within  fairly  narrow  bounds. 

The  most  striking  expansion  of  means-tested  assistance  has  occurred  in  the  Medicaid 
program.    Begun  in  1965,  it  accounted  for  less  than  one-sixth  of  means-tested  outlays  in 

1966,  rose  to  one-third  by  1981,  and  is  now  approaching  one-half.  Part  of  the  rapid  growth 
of  Medicaid  in  the  late  1960s  and  early  1970s  was  due  to  a  predictable  expansion  associated 
with  any  new  program.  The  number  of  beneficiaries  grew  explosively  as  states  initiated  or 


^  In  fiscal  year  1991,  the  total  amount  of  the  EITC  was  esHmated  to  be  $8.75  billion  (1991  Green  Book, 
p.  901)  while  public  outlays  on  AFDC  benefits  amounted  to  $20.7  billion. 
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extended  their  means-tested  medical  assistance  programs.  From  the  mid-1970s  until  the  late 
1980s,  however,  the  number  of  recipients  stabilized  around  22  million  per  year. 
Nonetheless,  inflation-.idjusted  outlays  for  Medicaid  rose  80  percent  between  1976  and  1988, 
a  period  in  which  enrollment  remained  almost  unchanged.  Spending  increased  both  because 
medical  inflation  has  been  much  higher  than  general  inflation  and  because  more  resources 
have  been  devoted  to  providing  medical  care  to  each  patient. 

The  rapid  increase  in  Medicaid  spending  in  the  late  1970s  and  1980s  did  not  signal 
an  easing  of  eligibility  requirements.  Over  most  of  this  period,  in  fact,  enrollment  standards 
were  effectively  tightened  for  poor  children  and  their  parents  as  a  result  of  tougher 
eligibility  requirements  for  AFDC*  Overall  enrollment  in  Medicaid  remained  flat  even 
though  the  number  of  Americans  living  in  poverty  rose  more  than  a  quarter.  State  and 
federal  eligibility  requirements  for  Medicaid  began  to  be  liberalized  in  the  late  1980s, 
especially  in  the  case  of  pregnant  women  and  children.  In  addition.  Congress  required 
states  to  pay  for  a  broader  menu  of  services  for  some  categories  of  beneficiaries.  Spending 
once  ag^m  began  to  soar.  Medicaid  outlays  rose  a  staggering  45  percent  in  the  three  years 
after  1988.  Even  though  the  number  of  Medicaid  eligibles  was  pushed  up  by  the  1990-91 
recession  much  of  the  rise  in  spending  was  due  to  factors  other  than  the  recession.  The 
sharp  increase  in  Medicaid  spending  is  unlikely  to  be  reversed  when  the  effects  of  the 
recession  have  passed.  The  extra  spending  is  due  primarily  to  medical  inflation  and 
program  liberalization,  not  to  a  weak  labor  market. 

Medicaid  has  almost  certainly  produced  health  improvements  among  the  poor.  But 
needy  families  would  not  spend  as  much  to  achieve  those  gains  as  the  gains  have  cost 
taxpayers.  If  Medicaid  recipients  in  1990  had  been  given  $72  billion  in  cash  rather  than  the 
same  amount  of  direct  medical  assistance,  they  would  undoubtedly  have  spent  far  less  than 
$72  billion  on  medical  care.  The  value  of  the  assistance  to  poor  recipients  is  lower  than  the 
cost  of  providing  it.  Yet  more  than  four  dollars  out  of  every  ten  in  means-tested  spending 
is  provided  in  the  form  of  free  medical  care,  and  three  dollars  is  transferred  as  subsidized 
food,  housing,  and  energy.  Only  three  out  of  the  ten  dollars  is  transferred  as  cash.  By 
contrast,  in  the  early  1960s  more  than  eight  dollars  out  of  ten  was  transferred  as  cash. 

Overall  trends.  The  proportion  of  national  income  distributed  to  the  poor  through 
means-tested  programs  has  risen  nearly  150  percent  since  1960  (see  Table  1  and  Figure  3). 
Much  of  the  increase  occurred  between  1965  and  1972,  when  spending  measured  as  a 
percentage  of  GNP  nearly  doubled,  rising  to  2.5  percent  of  national  income.  Spending 
jumped  another  one-half  percentage  point  between  1974  and  1976,  primarily  as  a  result  of 
the  severe  1974-75  recession,  but  then  fell  back  modestly  during  the  subsequent  expansion. 
Spending  rose  again  in  the  1980  recession  and  then  remained  around  3  percent  of  GNP  for 
the  next  decade.  Outlays  as  a  percentage  of  GNP  did  not  rise  appreciably  in  the  1981-82 
recession,  in  spite  of  the  large  jump  in  poverty,  primarily  because  of  program  cuts  enacted 
during  President  Reagan's  first  term  in  office.  '■ 

Means-tested  spending  began  to  surge  once  again  in  1990.  Some  of  the  extra 
spending  was  due  to  rising  joblessness.  But  much  of  it  was  traceable  to  liberalization  of  the 
AFDC  and  Medicaid  programs.  Between  1989  and  1992,  outlays  on  income-conditioned 
transfers  rose  0.9  percent  of  GNP,  one  of  the  fastest  rates  of  rise  on  record.  Spending  will 
recede  when  the  recession  ends.  But  two-thirds  of  the  rise  is  due  to  increased  spending  on 
means-tested  medical  care,  and  little  of  this  increase  is  likely  to  disappear.  After  a  decade 
and  a  half  of  relative  stability  in  the  share  of  GNP  devoted  to  means-tested  programs,  the 
share  has  once  again  begun  to  climb. 


*  Medicaid  eligibility  was  linked  to  actual  or  potential  eligibility  for  benefits  under  the  AFDC  or  SSI 
programs.  Between  1975  and  1988,  the  AFDC  need  standard  in  most  states  rose  more  slowly  than  the  rate 
of  change  in  prices.  Families  were  effectively  required  to  have  lower  incomes  in  order  to  qualify  for 
A  fix;  and  Medicaid. 
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EFFECTIVENESS  IN  REDUCING  POVERTY 

How  effective  have  these  programs  been  in  reducing  poverty?  A  high  fraction  of 
means-tested  benefits  is  distributed  to  families  whose  pretransfer  incomes  are  below  the 
poverty  line.  Using  detailed  monthly  and  quarterly  statistics  covering  April  1986,  Daniel 
Weinberg  has  estimated  that  84  percent  of  all  mefiiis-te.-''jd  transfers,  including  cash  and  in- 
kind  benefits,  is  received  by  families  with  monthly  prptransfer  incomes  below  the  poverty 
line.  In  addition,  he  computed  the  percentage  of  payments  that  actually  alleviated  poverty 
by  subtracting  that  portion  of  monthly  benefits  that  raised  a  family's  income  above  the 
poverty  line.  Weinberg's  tabulations  indicate  that  more  than  two-  thirds  of  cash  welfare, 
food  stamps,  and  medical  assistance  benefits  directly  contributed  to  reducing  the  poverty 
gap- 

The  target  efficiency  of  means-tested  transfers  should  hardly  come  as  a  surprise  since, 
by  definition,  benefits  are  restricted  to  poor  and  near-poor  families.  The  surprising  facf  is 
that  poverty  was  reduced  so  little  by  means-tested  benefits.  Weinberg  reports  that  only  ?A 
percent  of  the  April  1986  poverty  gap  was  removed  by  income-conditioned  transf'^rs, 
including  transfers  received  under  both  cash  and  noncash  programs.  Since  the  monthly 
poverty  gap  was  slightly  more  than  $9  billion  and  montWy  outlays  on  income-conditioned 
transfers  amounted  to  about  $10.4  billion  in  fiscal  year  1986,  the  amount  of  poverty 
reduction  seems  peculiarly  small. 

The  modest  impact  of  means-tested  programs  is  attributable  to  a  number  of  facuTs. 
Government  outlays  must  cover  both  program  administration  and  benefit  payments.  Only 
the  latter  directly  reduce  poverty.  Second,  Census  surveys  are  plagued  by  respondent 
misreporting  of  income,  especially  of  means-tested  income.  For  example,  only  72  percent 
of  AFEX]  benefits  was  reported  or  imputed  on  the  1988  Census  survey  that  provides  out- 
main  source  of  information  about  the  prevalence  of  low  family  income  in  1987." 
Underreporting  thus  reduces  the  measured  impact  of  transfers.  Finally,  the  institutionabzed 
population,  mainly  in  nursing  homes,  receives  a  sizable  percentage  of  means-tested  benefits, 
particularly  Medicaid.  In  1986, 43  percent  of  all  Medicaid  payments  went  for  long-term  ~are 
services  Nursing  home  residents  are  excluded  from  most  Census  income  surveys,  even 
though  heir  well-being  is  substantially  improved  by  income-conditioned  transfers.  Indeed, 
without  Medicaid  benefits  the  elderly  and  disabled  poor  could  not  afford  to  live  in  nu.sing 
homes. 

A  very  high  fraction  of  all  means-tested  benefits  goes  to  people  whose  incomes, 
without  government  help,  wouid  fall  below  the  poverty  line.  Virtually  al!  of  the  remainder 
goes  to  people  with  incomes  close  to  the  poverty  threshold.  But  many  people  receiving 
means-tested  transfers  also  receive  government  help  in  another  form  —  social  insurance.  The 
combined  total  of  social  insurance  and  means-tested  transfers  raises  the  well-being  of  some 
assisted  families,  particularly  elderly  families,  comfortably  above  the  poverty  threshold,  but 
it  leaves  the  well-being  of  many  others,  especially  S'ngle-parent  and  single-person  familiei, 
below  the  poverty  line.  In  1991,  over  one-quarter  of  the  poor  did  not  receive  any  direct 
government  assistance  at  all.  Obviously,  our  benefit  programs  do  not  provide  much  help 
to  this  large  population  of  the  poor. 


INVESTMENT  IN  EDUCATION  AND  TRAINING 

Another  form  of  government  help  to  the  poor  is  targeted  aid  in  the  form  of  euucati  ■.^ 
and  training.  Federal  spending  on  targeted  human  capital  programs  rose  dramatically  after 
1964  (see  Table  1  and  Figure  2).  The  rise  of  eduCv-Jtional  outlays,  especially  for  Kcad  Start 
and  Title  I  of  the  Education  Act,  was  particularly  rapid.  From  1965  to  1967  annual 
expenditures  jumped  from  $1.7  billion  to  $8.5  billion  in  constant  1990  dollars.  Spending  on 


Daniel  Weinl)erg,  "Poverty  Dynamics  and  the  Povsrty  Gap,  1984-86,"  Journal  of  Human  Resources,  Vol. 
25,  no.  3  (Summer  1991),  pp.  535-44.  Weinljerg  measured  household  income  in  a  way  that  included  the 
cash-equivalent  value  of  in-kind  benefits. 

U.S.  Department  of  Commerce,  Bureau  of  the  Census,  Pavertv  in  the  United  States:  1990  (1991,  p. 
216). 
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manpower  programs  rose  more  slowly  but  nevertheless  tripled  between  1965  and  1967.  In 
spite  of  these  impressive  rates  of  gain,  by  1968  federal  spending  on  human  capital  programs 
was  only  about  a  quarter  of  the  level  of  spending  on  means-tested  transfer  payment 
programs.  There  was  clearly  a  wide  gap  between  the  trend  in  government  spending  and 
the  pious  hope  that  the  nation  would  restrain  assistance  outlays  by  emphasizing  increased 
public  investment  in  education  and  training. 

Education  and  manpower  spending  rose  much  more  slowly  under  President  Nixon 
than  under  Johnson.  During  the  Ford  and  early  Carter  administrations,  however,  spending 
on  targeted  human  capital  programs  spurted  once  again,  rising  more  than  two-thirds 
between  1975  and  1978.  The  majority  of  this  rise  was  due  to  increased  spending  on  public 
service  employment  (PSE),  which  leaped  from  less  than  $1  billion  to  $11  billion,  and  on  the 
Guaranteed  Student  Loan  (GSL)  program,  which  rose  from  $0.6  billion  to  $1.1  billion. 
Spending  on  other  education  and  training  programs  continued  to  rise  at  about  the  same  pace 
as  during  the  Nixon  administration. 

Spending  on  the  main  targeted  human  capital  programs  trailed  off  in  the  latter  part 
of  the  Carter  administration  and  then  dropped  precipitously  after  President  Reagan's 
election.  When  the  PSE  program  was  trimmed  and  then  eliminated  between  1979  and  1983, 
real  outlays  for  human  capital  programs  began  to  fall  sharply.  The  drop  in  real  spending 
after  1983  occurred  at  a  much  slower  pace.  Labor  market  training  programs  absorbed 
steadily  smaller  amounts  of  federal  funds  over  the  1980s  and  early  1990s,  but  targeted 
education  programs  actually  began  to  rebound  after  1986.  Growing  public  concern  about 
the  perceived  failure  of  the  public  school  system  led  to  a  modest  bipartisan  effort  to  boost 
federal  spending  on  schools  and  early  childhood  development  programs.  Nonetheless, 
federal  spending  on  targeted  human  capital  programs  remained  sharply  lower  in  the  early 
1990s  than  it  had  been  in  the  late  1970s  and  early  1980s. 

The  amount  devoted  to  human  capital  programs  is  simply  too  small  for  changes  in 
outlays  to  have  a  major  impact  on  trends  in  total  poverty  spending.  Measured  as  a 
percentage  of  GNP,  outlays  for  targeted  human  capital  programs  and  PSE  rose  from 
virtually  nothing  to  0.85  percent  in  1978;  since  then  spending  has  fallen  to  less  than  0.45 
percent.  Although  the  drop  in  human  capital  spending  since  1978  has  been  significant,  it 
has  been  dwarfed  by  movements  in  means-tested  transfers  (see  Table  1  and  Figure  3).  The 
rise  in  Medicaid  expenditures  alone  was  enough  to  compensate  for  the  decline  in  human 
capital  outlays. 

Education  and  training  remain  highly  uncertain  methods  for  raising  the  incomes  of 
any  individual  breadwinner;  they  are  only  modestly  effective  in  raising  the  aggregate  income 
of  the  poor.  TTie  lesson  to  be  drawn  is  not  that  targeted  education  and  training  are  without 
value;  they  are  modestly  helpful.  But  unfortunately,  they  are  unlikely  to  make  a  reliable  or 
sizable  difference  in  the  lives  of  all  people  who  participate  in  them. 


ECONOMIC  LIMITS  TO  POVERTY  SPENDING 

How  much  poverty  reduction  has  the  nation  obtained  with  these  outlays? 
Disturbingly  little,  according  to  official  statistics.  Census  tabulations  show  that  the 
percentage  of  all  Americans  in  poverty  was  22.4  percent  in  1959,  fell  by  half  to  11.1  percent 
in  1973,  and  has  risen  since  then  to  14.2  percent  (in  1991).  Much  of  the  reduction  in  the 
1960s  and  early  1970s  was  concentrated  among  the  elderly  and  disabled.  Single  women 
with  children,  as  well  as  some  other  groups,  continued  to  suffer  very  high  poverty  rates. 

Official  Census  statistics  mask  the  full  extent  of  poverty  reduction,  however,  because 
they  exclude  the  consumption  gains  that  resulted  from  in-kind  transfers.  In  the  official 
poverty  series,  only  cash  incomes  are  counted  in  measuring  family  resources.  Because  the 
growth  in  means-tested  transfers  has  been  overwhelmingly  concentrated  in  in-kind 
programs,  the  official  series  provides  an  especially  defective  yardstick  for  measuring 
long-term  progress  against  poverty.  The  Census  Bureau  estimates  that  the  number  of  poor 
in  1990  might  have  been  overstated  by  9  to  23  percent,  depending  on  the  way  in  which 
noncash  assistance  is  valued.  The  overstatement  of  the  poverty  population  was  far  smaller 
in  1960  when  in-kind  benefits  were  much  lower.  But  even  with  in-kind  transfers  accounted 
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for,  the  fraction  of  population  that  is  poor  has  risen  substantially  since  the  1970s  and 
reniains  astonishingly  high  in  view  of  the  rise  in  national  income  over  the  1980s. 

One  thing  we  should  bear  in  mind  is  that  the  goal  of  the  most  expensive  transfer 
programs  is  not  primarily  to  reduce  income  poverty.  Social  insurance  programs  protect 
family  incomes  when  wages  have  been  lost  because  of  unemployment,  retirement,  disability, 
or  death.  In-kind  assistance  programs  are  designed  to  ensure  the  provision  of  particular 
highly  valued  goods  —  food,  housing,  and  medical  care.  In  addition  to  reducing  the  level 
of  want  among  the  pretransfer  poor,  these  social  insurance  and  in-kind  transfers  also 
provide  benefits  to  the  nonpoor  and  to  the  pretransfer  poor  whose  incomes  have  already 
been  raised  by  other  transfers  above  the  income  poverty  line.  Also,  despite  the  immense 
sums  spent  on  transfers,  some  of  the  pretransfer  poor  are  eligible  for  no  cash  aid  and  orUy 
a  nominal  amount  of  in-kind  assistance. 

The  late  Brookings  economist  Arthur  Okun  once  compared  public  redistribution  to 
a  leaky  bucket.  With  the  best  of  intentions,  the  government  asks  families  at  the  top  of  the 
income  distribution  to  place  money  in  a  bucket  which  is  carried  to  families  on  the  bottom. 
While  being  passed  from  families  at  the  top  to  those  on  the  bottom,  some  money  leaks  out 
of  the  bucket  -  either  because  of  reduced  work  or  saving  at  the  top  or  diminished  incentives 
on  the  bottom. 

This  analogy  leads  to  a  natural  question:  How  big  is  the  leak?  Two  kinds  of  "leaks" 
have  particularly  concerned  economists  ~  reductions  in  labor  supply  and  reductions  in 
saving.  Unfortunately,  the  size  of  these  distortions  is  unknown:  We  aren't  certain  about  the 
exact  effects  of  redistribution  policy  on  labor  supply  and  saving. 

Our  knowledge  about  the  effects  on  saving  is  much  less  precise  than  our  knowledge 
about  labor  supply  effects.  We  know  a  couple  of  things  about  work-effort  responses. 
Because  wage  earners  in  poor  families  receive  very  low  earned  incomes  to  begin  with,  the 
effects  of  their  work-effort  reductions  on  economy-wide  labor  supply  and  earnings  must  be 
quite  modest.  But  even  if  their  overall  work  reduction  is  small,  earnings  losses  among  poor 
breadwinners  could  represent  a  large  percentage  of  any  extra  benefits  we  might  send  out 
to  low-income  families  if  we  attempted  to  raise  benefits.  Earnings  reductions  would  thus 
offset  a  big  part  of  the  income  gain  that  higher  benefit  levels  are  supposed  to  achieve. 

To  return  to  Okun's  analogy  of  a  leaky  bucket,  my  own  rough  estimates  suggest  that 
between  a  fifth  to  A  half  of  the  money  placed  in  the  redistributive  bucket  is  lost  in  transit 
when  we  try  to  raise  transfer  benefits  available  to  the  working-age  poor.  If  this  estimate  is 
accurate,  is  it  unacceptably  high?  The  answer  to  that  question  depends  on  an  ethical,  not 
an  economic,  judgment. 

CONCLUSION 

In  view  of  the  slow  growth  and  widening  dispersion  in  U.S.  earned  incomes,  it  is 
hard  to  be  optimistic  that  economic  growth  alone  will  dramatically  reduce  poverty  soon. 
Social  welfare  spending  over  the  past  three  decades  has  substantially  improved  the  living 
standards  of  many  poor  families,  a  fact  that  the  press  and  public  should  not  forget.  But  a 
big  share  of  the  increased  spending  was  concentrated  on  the  lucky  poor  insured  by  our 
social  insurance  programs  ~  the  aged  and  the  temporarily  or  permanently  disabled.  Most 
of  the  remainder  was  poured  into  in-kind  benefit  programs  that  raised  particular  kinds  of 
consumption  -  but  not  the  cash  incomes  -  of  the  poor.  The  problem  of  income  poverty 
remains  acute  for  important  classes  of  Americans.  Sadly,  it  has  not  become  any  less  acute 
over  the  past  14  years. 
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Table  1.  Public  Spending  on  U.S.  Programs  for  the  Poor,  1960-1992 

Billions  ot  1990  dollars 


1960 

1965 

1970 

1975 

1980 

1985 

1990 

1992 

Income-conditioned  transfers  - 

Cash  assistance 

ATOC 

$4,9 

$77 

$16.1 

$2i7 

$21  8 

$20.6 

$212 

$22.9 

SSI  /  Aid  to  aged  and  disabled 

10,1 

110 

106 

146 

13  7 

14.4 

162 

22.8 

Earned  Income  Tax  Credit 

00 

00 

00 

30 

32 

26 

6.9 

9.9 

All  other  cash  aid 

7.3 

89 

98 

105 

91 

91 

85 

6.0 

Total  cash  assistance 

12J 

27.6 

36.5 

50.9 

47.9 

46.6 

52.8 

63.6 

In-kind  assistance 

Food  Stamps 

00 

01 

iO 

115 

154 

165 

171 

237 

Other  (cod  and  nutrition 

10 

10 

12 

38 

71 

66 

7.4 

8.3 

Housing  and  energy  aid 

0.6 

09 

1  5 

49 

115 

164 

14.5 

14.1 

Medicaid 

00 

10 

157 

303 

41  8 

50.3 

7ZS 

96.9 

other  medical  assistance 

33 

36 

5.2 

6,4 

85 

7.6 

11.1 

11.8 

Total  In-kind  assistance 

4.8 

6.7 

25.6 

56.9 

84J 

97.4 

12Z6 

1S4.9 

Total  means-tested  transfers 

27.1 

34.3 

62.1 

107.8 

132.1 

144.0 

175.4 

21S3 

Education  and  training  - 

Head  Stan 

0.0 

05 

1,3 

1.2 

15 

1.6 

1.9 

Z6 

Targeted  federal  aid  to  K-12 

as 

06 

56 

57 

7.8 

65 

62 

82 

Higher  education  (except  GSL) 

0.0 

06 

ZO 

46 

60 

5.1 

5.9 

6.0 

Guaranteed  Student  Loans 

00 

00 

00 

06 

23 

43 

44 

3.6 

Total  education 

0.5 

1.7 

8.9 

12.1 

17.5 

17.6 

18.4 

20.4 

Federal  targeted  training 

00 

13 

40 

78 

96 

50 

42 

3.5 

Public  service  jobs 

0.0 

00 

00 

08 

60 

00 

00 

0.0 

Total  labor  market  programs 

0.0 

1J 

4.0 

8.6 

15.6 

5.0 

4.2 

3.5 

Total  education  and  training 

0.5 

3.0 

13.0 

20.8 

33.1 

22.6 

22.6 

23.8 

Total  spending  -  Ail  programs 

27.6 

37.3 

75.0 

128.8 

165.2 

166.6 

198.0 

242J 

As  a  percent  ol  GNP 

4.4% 

4.7% 

6.7% 

10.1% 

10.8% 

11.0% 

11.2% 

12.9% 

Note:  Includes  federal,  slate,  and  local  government  outlays 


Figure  1. 

Outlays  on  Means-tested  Assistance 

1960-1992  (Billions  of  1990  Dollars) 


250 


200  - 


Q  150 


100 


50 


1960    1965    1970    1975    1980    1985    1990 
Year 


Medical 
assistance 

Housing  aid 

Food  and 
nutrition 

Cash  aid 


March  5,  1993 


19 


Figure  2. 

Spending  on  Targeted  Human  Capital  Programs 
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Figure  3. 
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Acting  Chairman  Matsui.  Ms.  Giannarelli.  Did  I  say  that  right? 
Ms.  Giannarelli.  Very  close.  Giannarelli.  Thank  you. 
Acting  Chairman  Matsui.  Welcome 

STATEMENT  OF  LINDA  D.  GIANNARELLI,  RESEARCH  ASSOCIATE, 
THE  URBAN  INSTITUTE 

Ms.  Giannarelli.  Good  afternoon,  and  thanks  for  asking  me  to 
testify  this  afternoon. 

Dr.  Burtless  discussed  the  whole  range  of  programs  targeted  at 
the  poor.  I  will  focus  just  on  the  AFDC  program,  or  Aid  to  Families 
with  Dependent  Children,  and  on  the  trends  in  AFDC  benefits  over 
the  last  15  to  20  years. 

Let  me  set  the  context  with  a  couple  of  basic  facts.  To  receive  an 
AFDC  payment,  a  family  must  have  income  lower  than  what  is 
called  a  "need  standard".  Need  standards  are  established  at  the 
State  level  and  there  is  wide  variation  in  those  amounts.  As  of  Jan- 
uary 1992,  need  standards  for  a  three-person  family  ranged  from 
$312  a  month  in  Missouri,  to  over  $1,100  a  month  in  Vermont.  The 
median  amount  was  $544. 

States  also  establish  how  much  money  they  will  pay  to  eligible 
families.  States  have  different  formulas,  so  one  way  to  look  across 
States  is  to  look  at  their  maximum  payments — the  amounts  they 
would  pay  to  a  family  with  no  other  cash  income.  In  January  1992, 
that  amount  for  a  three-person  family  ranged  from  $120  a  month 
in  Mississippi  to  $924  in  Alaska.  The  median  was  $372. 

So,  on  average,  a  three-person  family  is  eligible  for  AFDC  today 
if  their  countable  income  is  under  $544,  but  the  maximum  benefit 
is  usually  much  lower  than  that,  at  about  $372  a  month. 

Now  let  me  turn  to  those  trends.  As  most  of  you  know,  there  are 
no  Federal  level  rules  that  require  States  to  update  their  eligibility 
cutoffs  or  their  benefit  levels.  Between  January  1991  and  January 
1992,  for  example,  only  16  States  increased  their  need  standards  for 
a  family  of  three.  Four  States  actually  lowered  those  amounts. 
When  States  leave  these  dollar  values  unchanged  from  one  year  to 
the  next,  the  real  levels — that  is,  the  dollar  values  adjusted  for  in- 
flation— decline. 

If  you  have  a  copy  of  the  handout,  you  can  look  at  figure  1. 
Figure  1  summarizes  the  changes  that  States  have  made  in  their 
maximum  payments  from  1975  to  1991.  The  lower  line  in  the  figure 
shows  current  dollars — unadjusted  for  inflation.  That  line  goes  up. 
States  have  increased  the  nominal  values  of  the  maximum  pay- 
ments. But  the  increases  have  not  been  enough  to  keep  pace  with 
inflation.  The  top  line  shows  the  real  values,  in  1991  dollars.  There 
is  a  steady  downward  trend.  The  median  maximum  payment  in 
1991  was  28  percent  lower  than  the  median  in  1975. 

A  median  is  a  summary  measure  across  States,  so  it  masks  dif- 
ferent trends  occurring  in  individual  States.  In  fact,  four  States  ac- 
tually increased  the  real  value  of  their  maximum  payments  over 
the  period.  But  in  the  remaining  47  States,  the  real  value  went 
down.  And  in  33  States,  the  maximum  payment  lost  more  than  30 
percent  of  its  real  value. 

Figure  2  shows  the  trends  for  the  need  standards,  or  eligibility 
cutoffs.  As  you  can  see  from  the  top  line,  there  is  also  a  decline  in 
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the  real  value  of  that  figure.  It  is  less  of  a  decline  than  occurred 
with  the  maximum  payments.  On  average,  need  standards  in  1991 
were  15  percent  lower  than  they  were  in  1975,  in  real  terms.  The 
written  testimony  covers  some  reasons  for  the  differences  in  the 
trends  for  the  need  standards  versus  maximum  payments. 

Now  I  want  to  talk  about  some  simulation  experiments  we  con- 
ducted under  a  project  for  the  Congressional  Budget  Office.  We 
used  a  computer  simulation  model  known  as  TRIM2  to  run  these 
experiments. 

First,  we  ran  our  computer  model  with  the  benefits  as  they  actu- 
ally were  in  1990.  Then  we  ran  the  model  again,  and  this  time  we 
used  the  1975  benefit  amounts,  adjusted  forward  for  inflation.  So  in 
the  experiment,  it  was  as  if  every  State  had  started  at  their  1975 
benefits  and  every  year  adjusted  those  benefits  for  inflation. 

My  written  testimony  gives  the  detailed  results,  but  I  would  like 
to  just  point  out  some  highlights. 

According  to  the  simulations,  if  the  real  values  of  the  1975  bene- 
fits had  been  maintained,  the  average  monthly  caseload  today 
would  be  8  percent  larger  and  the  total  annual  benefits  would  be 
40  percent  greater. 

The  experiment  shows  the  effects  of  a  hypothetical  return  to  the 
1975  benefit  levels,  and  that  tells  us  who  has  been  affected  by  the 
erosion  of  benefits.  Some  families  who  would  be  getting  a  benefit 
today,  if  the  rules  had  been  adjusted  for  inflation,  are  not  getting  a 
benefit.  These  are  families  with  some  income  other  than  AFDC. 
Their  1990  incomes  are  slightly  above  the  eligibility  cutoffs.  If  the 
eligibility  cutoffs  were  15  percent  higher,  like  they  were  in  1975, 
some  of  those  families  would  be  eligible. 

So  the  decline  in  real  benefits  has  had  some  dampening  effect  on 
the  size  of  the  caseload,  but  not  a  great  deal.  Keep  in  mind  that  if 
a  single-parent  family  has  no  income,  that  family  is  eligible  for 
AFDC  no  matter  what  the  eligibility  cutoffs  are. 

The  big  effect  in  our  experiment  is  on  the  payments  that  AFDC 
families  receive.  Reductions  in  the  real  value  of  the  benefits  affect 
all  AFDC  families  regardless  of  what  their  level  of  other  income  is. 

I  also  want  to  point  out  some  interactions  between  AFDC  and 
the  food  stamp  program.  Food  stamps  is  funded  at  the  Federal 
level  and  benefits  are  increased  annually  for  inflation.  The  food 
stamp  program  treats  AFDC  income  like  any  other  cash  income. 
That  is,  when  a  family's  cash  income  increases  by  $1,  the  food 
stamp  benefit  falls  by  approximately  30  cents.  So  higher  AFDC 
benefits  produce  lower  food  stamp  benefits. 

When  we  simulated  the  1975  benefits,  AFDC  costs  went  up  by 
$7.1  billion  in  our  experiment.  But  food  stamp  costs  came  down  by 
$1.5  billion  because  of  that  interaction.  So  the  food  stamp  savings 
offset  21  percent  of  the  increased  AFDC  spending  in  the  experi- 
ment. 

Looking  just  at  Federal  spending,  the  food  stamp  savings  offset 
37  percent  of  the  increase  in  the  Federal  AFDC  spending.  And  the 
reason  for  that  difference  in  the  percentage  is  that  food  stamps  is 
funded  wholly  by  the  Federal  Government  whereas  AFDC  is 
funded  jointly. 

In  summary,  AFDC  benefits  have  failed  to  keep  pace  with  infla- 
tion in  most  States.  From  1975  to  1991,  the  maximum  payment  for 
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a  family  of  three  fell  by  more  than  30  percent  in  two-thirds  of  the 
States.  The  simulation  experiment  suggests  what  might  occur  if 
AFDC  benefits  were  made  more  generous  in  real  terms,  but  they 
also  suggest  the  implications  of  continued  erosion  in  the  real  value 
of  AFDC  benefits.  The  erosion  in  benefits  cannot  be  expected  to  sig- 
nificantly reduce  the  size  of  the  AFDC  caseload.  The  cost  of  AFDC 
benefits  will  be  held  down,  but  higher  food  stamp  payments  will 
offset  about  one-fifth  of  any  AFDC  savings. 

Thank  you  very  much. 

Acting  Chairman  Matsui.  Thank  you,  Ms.  Giannarelli.  Mr.  Gabe. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  LINDA  D.  GIANNARELLI 
Research  Associate,  the  Urban  Institute 

This  testimony  focuses  on  the  trends  in  AFDC  eligibility  cutoffs  and  benefit  levels 
over  the  period  1975  through  1990.  and  the  effects  of  those  trends  on  the  AFDC  and 
Food  Stamp  programs.  My  testimony  covers  three  issues.  First.  I  present  the  trends  in 
the  AFDC  eligibility  and  benefit  numbers.  Second.  I  present  the  results  of  some  recent 
research  examining  what  the  AFDC  program  would  look  like  today  if  the  eligibility  and 
benefit  figures  had  kept  pace  with  inflation.  Third.  1  discuss  the  interaction  between  the 
AFDC  trends  and  the  Food  Stamp  program. ' 

Overview  of  Selected  AFDC  Program  Rules 

To  put  my  remarks  in  context.  I  will  provide  a  brief  overview  of  certain  rules  in  the 
AFDC  program.  AFDC.  Aid  to  Families  with  Dependent  Children,  provides  cash 
payments  to  low-income  families  with  children.  To  receive  an  AFDC  payment,  a  family 
must  have  income  lower  than  a  "need  standard"--a  measure  of  how  much  money  a  family 
of  a  certain  size  needs  for  basic  living  expenses.  Need  standards  are  established  at  the 
state  level.  As  of  January  1992.  need  standards  for  a  three-person  family  ranged  from 
$312  per  month  in  Missouri  to  $1.1 12  in  Vermont.  The  median  amount  was  $544  per 
month. '^ 

States  also  determine  how  much  money  they  will  pay  to  eligible  families.  In  about 
one-third  of  the  states,  the  amount  paid  is  simply  the  need  standard  minus  the  family's 
income.  The  other  two-thirds  of  the  states  limit  payments  in  various  ways,  so  that  the 
maximum  AFDC  benefit-the  amount  received  by  a  family  with  no  other  cash  income— is 
less  than  the  need  standard.  In  January  1992.  this  maximum  ranged  from  $120  per 
month  in  Mississippi  to  $924  in  Alaska.  The  median  amount  was  $372.^ 

Therefore,  on  average,  a  three-person  family  is  technically  eligible  for  AFDC  with 
countable  income  under  $544  per  month.  But  the  maximum  benefit  is  usually  much 
lower  than  that,  at  about  $372  per  month. 

Trends  in  Need  Standards  and  Maximum  Payments 

Now  I  turn  to  the  trends  in  those  need  standards  and  maximum  payments.  There 
are  no  federal-level  rules  requiring  states  to  update  their  eligibility  cutoffs  and  benefit 
levels.  Between  January  1991  and  January  1992.  for  example,  only  16  states  increased 
their  need  standards  for  a  family  of  three,  and  4  states  actually  lowered  that  amount. 
When  states  leave  these  dollar  amounts  unchanged  from  one  year  to  the  next,  the  real 
levels--adjusted  for  inflation--decline.  For  example,  from  1991  to  1992  prices  rose  by  3 
percent.  In  a  state  that  left  its  benefits  unchanged  from  1991  to  1992.  the  purchasing 
power  of  the  AFDC  benefit  was  3  percent  lower  in  1992  than  in  1991 . 

Figure  1  summarizes  the  changes  that  states  have  made  in  the  maximum 
payments  from  1975  to  1991. ''  The  bottom  line  in  the  figure  shows  current  dollars, 
unadjusted  for  inflation.  States  have  increased  the  nominal  values  of  the  maximum 
payments.  But  the  Increases  have  not  been  enough  to  keep  pace  with  inflation.  The  top 
line  shows  the  real  values,  in  1991  dollars.^  The  real  value  of  the  maximum  payment 
shows  a  steady  downward  trend.  The  1975  median  value  of  the  maximum  payment 
would  be  worth  $548  after  adjusting  for  inflation:  that  amounts  to  a  28  percent  decline 
in  the  real  value  of  the  maximum  payment  over  the  period. 


The  simulation  research  I  present  was  funded  by  the  Congressional  Budget  Office.  The  projects 
final  report.  The  Effects  of  Declining  Real  AFDC  Benefit  Levels  on  r»rogram  Costs  and  Caseloads,  coauthored 
with  Sandra  Clark  and  Paul  Johnson,  is  available  from  the  Urban  Institute. 

-  If  values  are  ranlsed  in  order  from  lowest  to  highest,  the  median  amount  is  the  amount  exactly  in 
the  mlddle-with  half  the  values  lower  and  the  other  half  higher. 

The  January  1992  need  standard  and  maximum  payment  figures  are  from  a  Congressional 
Research  Service  phone  survey,  as  reported  in  the  1992  "Green  Book."  pages  641-645. 

Need  standards  and  maximum  payments  are  from  two  administrative  program  data.  Including 
publications  of  the  Department  of  Health,  Education  and  Welfare  and.  more  recently,  the  Automated  State 
Assistance  Plans  tASAPI  database  maintained  by  the  Office  of  Family  Assistance.  Figures  for  1975  through 
1980  are  for  July;  those  for  1981  through  1991  are  for  October. 

To  convert  to  real  dollars,  we  used  the  CPl-U-XI  series  of  price  Indices. 
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Figure  2  shows  the  same  information  for  the  need  standard.  The  real  value  of  the 
need  standard  also  declines  in  real  terms,  by  15  percent.  However,  the  decline  in  the 
need  standard  is  not  steady.  The  real  values  of  the  need  standard  rebounded  in  the  mid 
1980s,  but  are  now  declining  again. 

The  reasons  for  the  different  patterns  exhibited  by  the  need  standards  vs.  the 
maximum  payments  he  in  the  different  uses  of  these  two  figures.  While  the  need 
standard  determines  eligibility,  it  may  or  may  not  be  used  to  determine  a  family's  benefit. 
Therefore,  a  state  may  be  able  to  Increase  its  need  standards  without  increasing  Its 
benefit  payments.  Some  states  Increased  their  need  standards  in  the  early  1980s  in 
response  to  a  federal  change  in  the  AFDC  program.  The  Omnibus  Budget  Reconciliation 
Act  (OBRA)  of  1981  Implemented  a  new  eligibility  test,  whereby  gross  income— before 
deductions—could  not  exceed  a  certain  percentage  of  the  need  standard.  Some  states 
increased  their  need  standards  to  avoid  having  this  rule  eliminate  some  current 
recipients.  More  recently,  some  states  may  have  Increased  their  need  standards  to  allow 
them  to  expand  Medicaid  eligibility:  an  income  limit  used  In  the  Medicaid  program  is 
constrained  by  federal  legislation  to  be  no  more  than  133  percent  of  the  AFDC  need 
standard. 

Because  the  median  is  a  summary  measure  across  states,  it  masks  the  different 
trends  occurring  in  individual  states.  Not  all  states  have  allowed  the  real  values  of  their 
eligibility  cutoffs  and  benefit  amounts  to  decline.  As  shown  in  the  first  column  of  Table 
1 .  one-third  of  the  states  actually  increased  the  real  value  of  their  need  standards  from 
1975  to  1991.  However,  the  second  column  shows  that  only  4  states  increased  the  real 
value  of  the  maximum  payment  over  that  period;  the  largest  real  increase  was  18  percent, 
in  Wyoming.  In  the  remaining  47  states,  the  maximum  payment  lost  value.  And  in  33 
states,  the  maximum  payment  for  a  family  of  three  lost  30  percent  or  more  of  its  real 
value.  The  largest  decrease  was  In  Virginia,  where  the  1991  maximum  payment  was 
worth  less  than  half  of  what  the  1975  benefit  was  worth,  in  real  terms. 

Simulation  Experiments 

Using  a  computer  simulation  model  known  as  TRIM2  (Transfer  Income  Model, 
version  2).  we  asked  the  following  question:  What  would  have  been  the  size  and  cost  of 
the  AFDC  program  in  1990.  if  the  need  standards  and  maximum  payments  were  at  the 
same  real  levels  as  they  were  in  previous  years?  Tables  2.  3.  4.  and  5  show  the  results 
of  the  simulation  experiment. 

Table  2  gives  the  estimated  effects  on  the  aggregate  AFDC  caseload  and  benefit 
payments.  All  the  simulations  assume  no  change  in  behavior— families'  decisions  about 
work  and  chlldbearing.  The  table  shows  results  under  three  assumptions:  1985 
eligibility  and  benefit  levels  in  effect.  1980  levels,  and  1975  levels.  Of  course,  the  results 
are  most  striking  with  the  1975  real  levels.  The  simulations  suggest  that  if  each  state 
were  using  its  1975  eligibility  and  benefit  levels,  adjusted  forward  for  Inflation,  the 
average  monthly  AFDC  caseload  would  be  8  percent  larger,  and  the  annual  amount  of 
benefits  paid  to  that  caseload  would  be  40  percent  greater. 

The  caseload  would  be  larger  under  the  1975  real  benefits  because  the  need 
standards  were,  on  average,  more  generous  in  1975.  The  eligibility  cutoff  is  about  15 
percent  lower  in  1991  than  it  was  In  1975.  This  does  not  affect  families  with  no  income 
other  than  AFDC.  A  one-parent  family  with  countable  income  of  $0  is  eligible  for  AFDC 
in  any  state,  in  all  years.  The  declining  value  of  the  eligibility  cutoffs  affects  families  who 
have  some  other  income.  Imagine  an  AFDC  family  headed  by  a  woman  with  a  part-time 
job.  Her  countable  income  is  close  to  the  eligibility  cutoff  but  she  Is  still  eligible  for  a 
small  benefit .  Now  assume  she  gets  a  raise,  equal  to  the  rate  of  inflation.  If  the  eligibility 
cutoffs  for  AFDC  are  not  increased  to  adjust  for  inflation,  the  family  could  lose  its  AFDC 
benefit. 

It  is  obvious  why  the  benefits  are  so  much  larger  in  the  experiment.  Reductions 
In  the  real  value  of  benefits  can  affect  all  families  on  AFDC.  including  families  with  some 
other  form  of  Income  and   families  relying  exclusively  on  AFDC."     Of  course,   the 


Different  types  of  changes  in  a  state's  benefit  calculation  formula  can  fiave  somewfiat  different 
effects.  For  example,  if  a  state  reduces  its  payment  standard  -the  amount  from  which  Income  Is  subtracted 
In  determining  the  benent--all  families  are  affected.  If  a  state  leaves  the  payment  standard  unchanged  but 
reduces  Its  maximum  payment-the  most  It  will  pay  to  any  family -families  with  little  or  no  non-AFDC  Income 
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reductions  have  the  largest  impact  on  families  whose  only  cash  income  is  AFDC,  In 
1975.  a  family  of  three  in  the  median  AFDC  state  had  a  cash  income  equal  to  66  percent 
of  the  poverty  threshold.  In  1992.  that  family's  cash  income  was  only  40  percent  of  the 
poverty  threshold. 

Table  3  shows  the  effects  of  the  simulation  experiment  at  the  level  of  individual 
families.  According  to  the  simulations,  three  quarters  of  all  the  families  receiving  AFDC 
in  1990  would  have  received  higher  benefits  under  the  1975  eligibility  and  benefit  levels. 
On  average,  the  increase  in  the  benefit  would  be  almost  $1,900  over  the  year.  The 
simulations  estimate  that  there  would  be  some  losers.  Approximately  19  percent  of  the 
families  would  experience  a  benefit  loss,  presumably  because  in  their  state,  for  their 
particular  family  size  and  circumstance,  the  1975  rules  were  less  generous  than  the 
actual  1990  rules.  However,  the  average  loss  is  estimated  at  only  $166.  This 
corresponds  with  the  information  shown  in  Table  1 .  In  states  that  increased  the  real 
value  of  their  payments,  the  increase  was  relatively  modest,  whereas  there  were  much 
larger  changes  in  the  states  with  real  reductions. 

Table  4  shows  the  interaction  between  the  AFDC  and  Food  Stamp  programs.  The 
Food  Stamp  program  treats  AFDC  income  like  any  other  cash  income.  When  a  family's 
cash  income  falls  by  one  dollar,  its  Food  Stamp  benefit  increases  by  approximately  30 
cents. ^  Therefore,  lower  AFDC  benefits  produce  higher  Food  Stamp  benefits.  (The 
reverse  is  also  true:  higher  AFDC  benefits  would  mean  lower  Food  Stamp  benefits,  all 
else  equal.)  According  to  the  simulations,  if  AFDC  benefits  were  at  the  real  levels  of  1975. 
the  current  Food  Stamp  caseload  would  be  slightly  smaller,  and  the  aggregate  amount 
of  Food  Stamp  benefits  would  be  11  percent  lower.* 

Table  5  shows  the  estimated  effects  on  aggregate  spending.  According  to  the 
simulations,  if  AFDC  eligibility  and  benefit  values  were  restored  to  their  real  1975  levels, 
1990  AFDC  benefits  would  have  been  $7.1  billion  higher.  But  Food  Stamp  benefits 
would  have  been  $1.5  billion  lower.  In  other  words,  21  percent  of  the  increased  AFDC 
spending  is  offset  by  lower  Food  Stamp  spending.  Because  Food  Stamps  are  federally 
funded,  while  AFDC  is  funded  jointly  by  the  federal  and  state  governments,  this 
percentage  is  higher  when  calculated  for  the  federal  government  alone.  In  the 
experiment,  federal  spending  on  AFDC  increases  by  about  $4. 1  billion,  but  more  than  a 
third  of  that  is  offset  by  reduced  spending  on  Food  Stamps. 

Summary 

In  summary,  the  dollar  values  that  govern  eligibility  for  AFDC  and  the  amount  of 
AFDC  benefits  have  failed  to  keep  pace  with  inflation  in  most  states.  From  1975  to  1991. 
the  maximum  payment  for  a  family  of  three  fell  by  more  than  30  percent  in  two-thirds 
of  the  states.  The  decline  in  real  eligibility  cutoffs  means  that  some  families  with  non- 
AFDC  income  lost  eligibility  for  AFDC,  even  though  their  real  non-AFDC  incomes  did  not 
rise.  And  for  three-quarters  of  the  current  caseload,  their  benefit  today  has  less 
purchasing  power  than  it  did  in  the  mid-1970s. 

The  simulation  experiments  suggest  what  might  occur  if  AFDC  benefits  were  made 
more  generous  in  real  terms:  The  caseload  would  grow  slightly,  and  there  would  be  a 
large  increase  in  benefit  payments.  About  a  fifth  of  the  increase  in  AFDC  benefits  would 
be  offset  by  lower  Food  Stamp  payments. 

The  results  also  suggest  the  implications  of  continued  erosion  in  the  real  value  of 
AFDC  benefits.  The  cost  of  AFDC  benefits  would  be  held  down,  but  higher  Food  Stamp 
payments  would  offset  about  a  fifth  of  any  savings.  There  would  not  be  any  large 
reduction  in  the  size  of  the  caseload.  Families  with  no  income  other  than  AFDC  would 
see  their  cash  income  fall  below  its  current  level  of  40  percent  of  the  poverty  threshold. 


have  their  benefits  reduced  while  families  with  more  substantial  non-AFDC  Income-whose  AFDC  benefits 
were  already  under  the  new  maximum— are  unaffected. 

This  relationship  is  approximate  because  of  the  effects  of  the  shelter  deduction  In  the  Food  Stamp 
program. 

"  Households  that  consist  of  an  AFDC  family  living  with  other  non-AFDC  individuals  could  become 
ineligible  for  Food  Stamps  If  higher  AFDC  benefits  raised  the  household's  total  Income  above  the  eligibility 
cutoffs  for  Food  Stamps. 
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TABLE  1 
CHANGE  IN  REAL  VALUE,  1975  TO  1991 


Number  of  States  by  Percentage  Change  in  Real  Value  of: 


3-person 

3-person 

Need  Standard 

Max.  Payment 

Reduction  of: 

50%  or  more 

4 

3 

40  to  49% 

6 

14 

30  to  39% 

9 

16 

20  to  29% 

3 

4 

10  to  19% 

6 

5 

1  to  9% 

7 

5 

Total  with  real  reduction 

35 

47 

Increase  of: 

1  to  9% 

4 

3 

10  to  19% 

4 

1 

20  to  29% 

3 

0 

30  to  39% 

1 

0 

40  to  49% 

0 

0 

50%  or  more 

4 

0 

Total  with  real  increase 

16 

4 

Source:  Urban  Institute,  1993 

Note:  Real  percentage  changes  were  computed  using  the  CPI-U-X1 . 
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TABLE  2 

ESTIMATED  DATA  ON  THE  1990  AFDC  PROGRAM 
IF  STATES  HAD  KEPT  PACE  WITH  INFLATION 


Percentage  change,  relative  to  actual  1990  program: 


Monthly 

Annual 

Caseload 

Benefits 

Eligibility  and  Benefit  Levels: 

1 985  real  levels 

+  .7% 

+  5.6% 

1 980  real  levels 

+  2.8% 

+  21.2% 

1 975  real  levels 

+  8.2% 

+  40.3% 

TABLE  3 

EFFECTS  OF  IMPOSING  THE  REAL  1975  STATE-LEVEL  RULES 
ON  THE  1990  ANNUAL  CASELOAD 


Effects  on  Families  with  AFDC 
At  Any  Time  During  1990 

Stop  Receiving  AFDC 
Receive  Lower  AFDC  Ben. 
Little  or  No  Change 
Receive  Higher  AFDC  Ben. 


Percent  of 
Families 

0.4% 
19.1% 

5.1% 
75.5% 


Average 
Annual  Chg. 


-$166 


TABLE  4 

EFFECTS  ON  THE  FOOD  STAMP  PROGRAM 
IF  AFDC  ELIGIBILITY  AND  BENEFIT  LEVELS  HAD  KEPT  PACE  WITH  INFLATION 


Eligibility  and  Benefit  Levels: 
1985  real  levels 
1 980  real  levels 
1 975  real  levels 


Percentage  change,  relative  to  actual  1 990  program: 
Monthly  FS  Annual  FS 

Caseload  Benefits 


0.0% 
-0.4% 
-0.6% 


-1 .5% 

-6.1% 

-10.8% 


TABLE  5 

ESTIMATED  EFFECTS  ON  AFDC  AND  FOOD  STAMP  SPENDING  IN  1990 

IF  AFDC  ELIGIBILITY  AND  BENEFIT  LEVELS  WERE  AT  SAME  REAL  LEVELS  AS  IN  1975 


Federal  and 

Federal 

State  Govts. 

Govt.  Only 

Change  in  Annual  Benefits  ($bil.) 

AFDC 

-H$7.1 

-f$4.1 

Food  Stamps 

-$1.5 

-$1.5 

Net  Effect 

-H$5.6 

-(-$2.6 

Food  Stamp  reduction  as  % 

of  AFDC  increase 

21% 

37% 

Source:  Urban  Institute.  1993,  TRIM2  microsimulation  model 

Note:  1 975-85  eligibility  and  benefit  values  were  inflated  to  1 990  dollars  using  the  CPI-U-X1 . 


66-563  0-93-2 
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STATEMENT  OF  THOMAS  GABE,  SPECIALIST  IN  SOCIAL  LEGISLA- 
TION, EDUCATION  AND  PUBLIC  WELFARE  DIVISION,  CONGRES- 
SIONAL RESEARCH  SERVICE 

Mr.  Gabe.  Mr.  Chairman,  and  members  of  the  subcommittee,  my 
name  is  Thomas  Gabe.  I  am  a  specialist  in  social  legislation  with 
the  Congressional  Research  Service. 

I  would  like  to  thank  you  for  asking  me  to  appear  before  you  this 
afternoon.  I  will  be  discussing  recent  trends  in  the  AFDC  caseload. 
I  will  especially  focus  on  the  contribution  of  demographic  factors  to 
the  recent  caseload  increase. 

Much  of  my  testimony  today  will  be  drawn  from  a  recent  CRS 
report  entitled  Demographic  Trends  Affecting  AFDC  Caseload 
Growth. 

The  report  and  my  testimony  today  address  the  basic  AFDC  pro- 
gram composed  mostly  of  single-parent  families  and  their  children. 
It  excludes  the  much  smaller  program  for  needy  families  in  which 
one  parent  is  unemployed,  the  AFDC-UP  program. 

The  number  of  families  receiving  assistance  under  the  Nation's 
major  cash  welfare  program  for  families  with  children,  AFDC,  has 
swollen  by  1  million  families,  or  28  percent,  over  the  past  SV2 
years.  The  AFDC  caseloads'  upward  climb  began  a  full  year  before 
the  onset  of  the  past  economic  recession  and  has  continued  virtual- 
ly unabated  beyond  the  recession's  official  end  2  years  ago. 

Although  the  recession  is  sure  to  have  affected  the  caseloads' 
recent  growth,  the  timing,  duration  and  intensity  of  the  recent 
caseload  increase  leads  one  to  look  to  other  factors  for  further  ex- 
planation. For  reference,  figure  1  of  the  CRS  report  depicts  the 
AFDC  caseload  trend  since  1975. 

Today,  I  will  be  addressing  the  demographic  side  of  the  AFDC 
caseload  equation.  The  AFDC  program,  largely  serves  single-parent 
families.  The  majority  of  such  families  are  headed  by  mothers. 
These  mothers  are  divorced,  separated,  have  never  been  married, 
or  are  widowed.  Throughout  my  testimony,  I  will  refer  to  these 
families  as  mother-only  families. 

The  CRS  report  presents  analysis  of  2  years  of  Census  Bureau 
survey  data,  one  just  prior  to  the  AFDC  caseload  increase,  the 
March  1988  current  population  survey,  or  CPS,  and  one  when  the 
caseload  increase  was  well  under  way,  the  most  recent  March  1992 
CPS.  The  survey  data  describe  family  characteristics  as  of  March  of 
the  survey  year,  and  sources  of  family  income  such  as  AFDC  in  the 
preceding  year,  that  is  1987  and  1991  in  this  analysis. 

The  findings  indicate  that  both  the  growing  nur  ber  of  mother- 
only  families,  and  their  changing  composition  with  respect  to  moth- 
ers' marital  status,  are  major  factors  contributing  to  the  recent 
caseload  increase.  The  rate  at  which  various  types  of  mother-only 
families  received  AFDC  was  statistically  unchanged  between  the  2 
survey  years:  33  percent,  or  one-third,  of  mother-only  families  re- 
ceived AFDC  in  1991,  compared  to  31.5  percent  in  1987. 

The  analysis  suggests  that  the  increased  number  of  mother-only 
families,  and  the  faster  rate  of  growth  among  those  families  most 
likely  to  receive  AFDC — that  is  those  headed  by  never-married 
mothers — can  account  for  most  of  the  change  in  the  numbers  re- 
porting AFDC  receipt  between  the  2  survey  years. 


31 

In  short,  while  the  number  of  mother-only  families  has  continued 
to  grow  in  recent  years,  their  numbers  have  grown  most  among 
those  likely  to  resort  to  AFDC,  these  being  never-married  mothers. 
Overall,  never-married  mothers  accounted  for  71  percent  of  the  in- 
crease in  the  number  of  families  reporting  having  received  AFDC 
between  the  2  years  examined. 

AFDC  receipt  is  strongly  associated  with  mothers'  marital  status 
and  family  living  arrangements.  In  1992,  one-third  of  all  mother- 
only  families  reported  receiving  AFDC  at  some  time.  AFDC  receipt 
was  highest  among  never-married  mothers.  Nearly  half  of  never- 
married  mothers  reported  receiving  AFDC. 

In  contrast,  nearly  one-third  of  separated  mothers,  about  one- 
fifth  of  divorced  mothers,  and  less  than  one-tenth  of  all  widowed 
mothers  reported  AFDC  receipt.  Never-married  mothers  tend  to  be 
younger,  have  younger  children  and  have  less  education  than  other 
mothers.  They  are  less  likely  than  other  mothers  to  have  earnings 
or  other  outside  income,  such  as  child  support  or  survivors'  bene- 
fits. These  factors  make  never-married  mothers  especially  prone  to 
receiving  AFDC  and  contribute  to  their  longer  stays  on  the  pro- 
gram. 

AFDC  recipiency  rates  also  tend  to  vary  by  mothers'  living  ar- 
rangements. AFDC  recipiency  rates  tend  to  be  higher  for  mothers 
living  independently  than  for  mothers  who  live  with  extended 
family  members. 

Vital  statistics  data  show  that  families  were  undergoing  tremen- 
dous flux  in  the  period  immediately  preceding  the  last  major  case- 
load increase  at  the  beginning  of  the  1980s.  These  trends  are  refer- 
enced in  figures  3  through  5  of  the  CRS  report.  In  combination,  di- 
vorce, marital  separation,  and  out-of-wedlock  childbearing  brought 
about  rapid  increases  in  the  number  of  mother-only  families  during 
the  late  1970s. 

The  more  recent  period  of  growth  of  mother-only  families  has 
been  less  dramatic  than  that  experienced  during  the  1970s,  how- 
ever, data  from  the  past  2  years  show  a  marked  upturn  in  the  total 
number  of  mother-only  families.  Figure  2  of  the  CRS  report  shows 
the  trends  in  families  by  family  type  over  time. 

In  addition,  the  composition  of  mother-only  families  has  dramati- 
cally changed  since  1983.  In  this  latter  period,  the  number  of 
never-married  mothers  increased  by  62  percent  between  1983  and 
1992.  Never-married  mothers  accounted  for  slightly  more  than  one 
quarter  of  all  families  headed  by  mothers  in  1983,  but  by  1992  their 
share  had  grown  to  well  over  one-third. 

The  increased  number  of  these  never-married  mothers  reflected 
a  longer-term  trend  of  declining  marriage  rates  and  increased  out- 
of-wedlock  birthrates.  More  recently,  since  the  mid-1980s,  the 
trends  in  out-of-wedlock  births  has  been  accelerating. 

This  concludes  my  testimony. 

Acting  Chairman  Matsui.  Thank  you,  Mr.  Gabe. 

[The  prepared  statement  follows:] 
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Testimony  of  Thomas  Gabe 
Specialist  in  Social  Legislation 
Congressional  Research  Service 

before  the 

Subcommittee  on  Human  Resources, 

Committee  on  Ways  and  Means 

March  11,  1993 


Mr.  Chairman  and  Members  of  the  Subcommittee,  my  name  is  Thomas 
Gabe,  I  am  a  Specialist  in  Social  Legislation  with  the  Congressional  Research 
Service.  I  would  like  to  thank  you  for  asking  me  to  appear  before  you  this 
afternoon.  I  will  be  discussing  recent  trends  in  the  AFDC  caseload.  I  will 
especially  focus  on  the  contribution  of  demographic  factors  to  the  recent 
caseload  increase.  Much  of  my  testimony  today  will  be  drawn  from  a  recent  CRS 
report  entitled:  Demographic  Trends  Affecting  Aid  to  Families  with  Dependent 
Children  (AFDC)  Caseload  Growth.  The  report,  and  my  testimony  today, 
address  the  basic  AFDC  program,  composed  mostly  of  single  parent  families  and 
their  children;  it  excludes  the  much  smaller  program  for  needy  families  in  which 
one  parent  is  unemployed  (AFDC-UP).  I  understand  that  copies  of  the  report 
have  been  distributed  to  subcommittee  members.  I  will  be  referring  to  several 
charts  in  the  report  during  my  testimony. 

mTRODUCTORY  REMARKS 

The  number  of  families  receiving  assistance  under  the  Nation's  major  cash 
welfare  program  for  families  with  children,  AFDC,  has  swollen  by  1  million 
families,  or  28  percent,  over  the  past  3  1/2  years.  The  AFDC  caseload's  upward 
climb  began  a  full  year  before  the  onset  of  the  past  economic  recession,  and  has 
continued,  virtually  unabated,  beyond  the  recession's  official  end,  2  years  ago. 
Although  the  recession  is  sure  to  have  affected  the  caseload's  recent  growth,  the 
timing,  duration,  and  intensity  of  the  caseload  increase  leads  one  to  look  to 
other  factors  for  further  explanation. 

Today  I  will  be  addressing  the  demographic  side  of  the  AFDC  caseload 
equation.  The  AFDC  program  largely  serves  single  parent  families.  The 
majority  of  such  families  are  headed  by  mothers.  These  mothers  are  divorced, 
separated,  have  never  been  married,  or  are  widowed.  Throughout  my  testimony, 
I  will  refer  to  these  families  as  "mother-only  families". 

The  CRS  report  presents  analysis  of  2  years  of  Census  Bureau  survey  data, 
one  just  prior  to  the  AFDC  caseload  increase,  the  March  1988  Current 
Population  Survey  (CPS),  and  one  when  the  caseload  increase  was  well 
underway,  the  most  recent  March  1992  CPS.  The  survey  data  describe  family 
characteristics  as  of  March  of  the  survey  year,  and  sources  of  family  income  in 
the  preceding  year  (i.e.,  1987  and  1991). 

The  findings  indicate  that  both  the  growing  number  of  mother-only 
families,  and  their  changing  composition  with  respect  to  mothers'  marital 
status,  are  megor  factors  contributing  to  the  recent  caseload  increase.  The  rate 
at  which  various  types  of  mother-only  families  received  AFDC  was  statistically 
unchanged  between  the  2  survey  years  (33  percent  of  mother-'^nly  families 
reported  AFDC  receipt  in  1991,  compared  to  31.5  percent  in  1987). 

The  analysis  suggests  that  the  increased  number  of  mother-only  families, 
and  faster  rate  of  growth  among  those  families  most  likely  to  receive  AFDC 
(families  headed  by  never-married  mothers),  can  account  for  most  of  the  change 
in  the  numbers  reporting  AFDC  receipt  between  the  two  survey  years.  In  short, 
while  the  number  of  mother-only  families  has  continued  to  grow  in  recent  years, 
their  numbers  have  grown  most  among  those  most  likely  to  resort  to  AFDC— 
these  being  mothers  who  have  never  been  married.  Overall,  never-married 
mothers  accounted  for  71  percent  of  the  increase  in  the  number  of  families 
reporting  having  received  AFDC  between  the  2  years  examined. 

TREND  m  THE  AFDC  BASIC  PROGRAM  CASELOAD 

Figure  1  from  the  report  shows  the  trend  in  the  number  of  families 
receiving  AFDC  under  the  basic  program.  The  eye  is  drawn  first  to  the  caseload 
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increases  in  the  early  1980s  and  the  more  recent  increase  since  mid-1989.  The 
figure  shows  that  the  last  two  major  upsurges  in  the  AFDC  caseload  closely 
coincide  with  periods  of  economic  recession.  [The  vertical  lines  on  the  chart 
mark  the  ofllcial  beginnings  and  endings  of  the  past  three  economic  recessions]. 
The  beginning  of  each  recession  is  marked  with  a  P,  for  the  Peak  of  economic 
activity,  and  the  end  of  each  recession,  with  a  T,  for  the  Trough  of  economic 
activity.  The  data  series  begins  in  January  1975  (just  about  the  tail-end  of  a 
recession  period). 

The  Early  19808  Increase 

Between  the  fall  of  1979  and  January  1981,  the  AFDC  basic  caseload 
increased  by  11  percent,  or  about  370,000  families.  The  increase  spanned  the 
first  of  two  back-to-back  recessions.  The  caseload  abruptly  declined  when  1981 
OBRA's  AFDC  program  changes  went  into  effect  (October  1982).  The  1981 
OBRA  cuts  to  the  program  mostly  affected  AFDC  recipients  who  had  some 
attachment  to  the  labor  force.  [A  General  Accounting  Office  (GAO)  study 
concluded  that  the  program  cuts  were  responsible  for  approximately  a  490,000 
drop  in  the  monthly  AFDC  caseload.]  Just  as  the  OBRA  program  changes  were 
being  implemented,  the  economy  once  again  began  to  worsen.  Late  during  the 
second  dip  of  the  double-dip  recession  the  caseload  once  again  began  to  climb, 
but  at  a  more  modest  rate.  Since  then,  and  until  its  most  recent  increase,  the 
trend  in  the  AFDC  basic  caseload  has  drifted  slightly  upward,  staying  close  to 
3.5  million  families. 

The  Recent  Caseload  Increase 

The  1980-81  AFDC  caseload  increase  pales  by  comparison  to  its  most  recent 
rise.  The  caseload's  most  recent  climb  began  in  the  summer  of  1989,  a  full  year 
before  this  past  recession's  beginning  (July  1990),  and  has  continued  well  past 
the  recession's  end  (March  1991).  By  December  1992,  4.6  million  one-parent 
families  were  receiving  AFDC,  1  million  more  than  in  July  1989  when  the 
caseload  began  to  swell—a  28  percent  increase. 

TREND  IN  MOTHER-ONLY  FAMILIES 

Mother-only  families  are  the  principal  group  at  "risk"  of  becoming 
dependent  on  AFDC.  Figure  2  from  the  report  shows  the  trend  in  numbers  of 
mother-only  families,  by  mothers'  marital  status,  over  the  1975  to  1992  period. 
The  numbers  are  from  March  CPS  data  in  each  year.  The  figure  is  divided  into 
2  period8~1975  through  1981  and  1983  through  1992.  Because  of  changes  in 
Census  Bureau  procedures  that  better  identified  family  relationships  within 
households,  the  data  are  not  directly  comparable  between  the  2  periods.  The 
change  in  Census  Bureau  procedures  mostly  affected  the  number  of  never- 
married  mothers  counted  by  the  CPS.  The  doubling  of  their  numbers  over  the 
1981  to  1983  transition  period  largely  reflects  the  change  in  Census  Bureau 
procedures. 

1975  to  1981  Period 

Vital  statistics  data  show  that  families  were  undergoing  tremendous  flux 
in  the  period  immediately  preceding  the  last  major  caseload  increase,  at  the 
beginning  of  the  19808.  1979  marked  the  pinnacle  of  the  divorce  boom  that  had 
begun  in  the  late  1960s.  Vital  statistics  data  also  show  an  upswing  in  out-of- 
wedlock  births  during  the  later  part  of  the  19708.  [These  trends  are  referenced 
in  figures  3  through  5  of  the  CRS  report.]  In  combination,  divorce,  marital 
separation,  and  out-of-wedlock  child  bearing  brought  about  rapid  increases  in 
the  number  of  mother-only  families  during  the  late  1970s.  [For  reference  see 
figure  2  of  the  CRS  report.]  Between  1975  and  1981  the  number  of  mother-only 
families  increased  by  nearly  50  percent;  families  headed  by  divorced  mothers 
accounted  for  about  60  percent  of  the  increase.  The  increased  number  of 
mother-only  families  created  an  additional  pool  of  families  who  might  potentially 
rely  on  AFDC. 
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1983  to  1992  Period 

Since  1983,  the  overall  growth  in  mother-only  families  has  been  less 
dramatic  than  that  experienced  during  the  late  1970s.  Since  1983,  the  number 
of  mother-only  families  has  grown  by  about  1.6  million,  or  22  percent.  Data 
from  the  past  2  years  show  a  marked  upturn  in  the  total  number  of  mother-only 
families.   By  1992,  mother-only  families  numbered  slightly  over  9  million. 

In  addition,  the  composition  of  mother-only  families  has  dramatically 
changed  since  1983.  Never-married  mothers  accounted  for  over  three-quarters 
of  the  increase  in  the  number  of  mother-only  families  over  the  period;  their 
numbers  increased  from  about  2  million  to  nearly  3.3  million,  a  62  percent 
increase.  Never-married  mothers  accounted  for  27  percent  of  mother-only 
families  in  1983;  by  1992,  their  share  had  grown  to  36  percent.  The  increased 
number  of  never-married  mothers  reflects  a  continued  longer-term  trend  of 
declining  marriage  rates  and  increased  out-of-wedlock  birth  rates.  The  trend  in 
out-of-wedlock  births  has  been  accelerating  recently,  especially  among  teenage 
and  adolescent  girls. 

ATDC  RECIPIENCY  RATES 

AFDC  recipiency  is  strongly  associated  with  mothers'  marital  status  and 
family  living  arrangements.  In  1992,  close  to  one-third  of  all  mother-only 
families  on  the  CPS  reported  having  received  AFDC  at  some  time  in  the  prior 
year.  AFDC  receipt  was  highest  among  never-married  mothers.  Nearly  half  of 
never-married  mothers  reported  receiving  AFDC  on  the  most  recent  CPS.  In 
contrast,  nearly  one-third  of  separated  mothers,  about  one-fifth  of  divorced 
mothers  and  less  than  one-tenth  of  all  widowed  mothers  reported  AFDC  receipt. 

Never-married  mothers  tend  to  be  younger,  have  younger  children,  and 
have  less  education  than  other  mothers;  they  are  less  likely  than  other  mothers 
to  have  earnings  or  other  outside  income,  such  as  child  support  or  survivors 
benefits.  These  factors  make  never-married  mothers  especially  more  likely  than 
other  mothers  to  receive  AFDC,  and  contribute  to  their  longer  stays  on  the 
program. 

AFDC  recipiency  rates  also  tend  to  vary  by  mothers'  living 
arrangements.  AFDC  recipiency  rates  tend  to  be  higher  for  mothers  who  live 
independently  (36  percent),  than  for  mothers  who  live  with  extended  family  (29 
percent).  For  never-married  mothers,  58  percent  who  live  independently  report 
AFDC  receipt,  compared  to  36  percent  who  live  in  extended  family  settings. 

CHANGES  IN  SIZE,  COMPOSITION,  AND  AFDC  RECIPIENCY  OF 
MOTHER-ONLY  FAMILIES,  1987  to  1991. 

Changes  in  the  number  and  composition  of  mother  only  families  are  likely 
to  have  contributed  to  the  AFDC  caseload  surge  that  has  occurred  over  past  3 
\J2  years.  A  comparison  of  2  years  of  CPS  data,  one  just  prior  to  the  caseload 
increase  (1988),  and  the  most  recent  (1992)  CPS  indicate  that  the  number  of 
mother-only  families  increased  by  836,000  between  the  two  surveys.  The 
number  who  reported  having  received  AFDC  in  the  year  preceding  the  survey 
increased  by  402,000  over  the  period.  Never-married  mothers  accounted  for  most 
of  the  increase  in  the  number  of  mother-only  families  over  the  period;  they  also 
accounted  for  most  of  the  increase  in  the  number  of  families  who  reported  AFDC 
receipt.  Over  the  4  years,  the  number  of  never-married  mothers  increased  by 
nearly  600,000,  and  the  number  recsi^in'j  AFDC  increased  by  286,000.  Never- 
married  mothers  accounted  for  71  percent  of  the  increase  in  the  number  of 
families  receiving  AFDC  between  the  2  survey  years. 

Overall,  the  CPS  data  show  that  the  rate  at  which  AFDC  mothers  reported 
receiving  AFDC  was  statistically  unchanged  between  the  2  years.  (33.0  percent 
of  mother-only  families  reported  AFDC  receipt  in  1991,  compared  to  31.5  percent 
in  1987).  The  differences  in  the  reported  rates  were  statistically  unchanged  for 
most  all  subgroups  as  well. 

The  change  in  number  of  AFDC  recipients,  between  the  1988  and  1992 
CPSs,  can  be  decomposed  into  the  part  due  to  change  in  the  size  of  the 
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population  "at  risk"  (i.e.,  the  number  of  mother-only  families),  the  part  due  to 
a  change  in  their  composition  (i.e.,  relative  shifts  in  the  number  of  families  of 
different  types),  and  the  part  due  to  a  change  the  rate  at  which  families  receive 
AFDC. 

Overall,  two-thirda  of  the  inciease  in  the  AFDC  population  between  the  2 
years  can  be  attributed  to  an  increase  in  number  of  mother-only  families,  and 
one-third  to  an  increase  in  the  rate  at  which  mother-only  families  received  AFDC. 
However,  most  all  of  the  one-third  increase  in  the  AFD(3  population  attributed  to 
the  overall  rate  change  was  the  result  of  changes  in  family  composition-d.e.,  an 
increased  share  of  never-married  mothers,  who  tend  to  have  high  rates  of  AFDC 
receipt).  The  analysis  suggests  that  the  increased  number  of  mother-only 
families,  and  faster  rate  of  growth  among  those  families  most  likely  to  receive 
AFDC  (i.e.,  those  headed  by  never-married  mothers),  can  account  for  most  of  the 
change  in  the  numbers  repotting  AFDC  receipt  between  the  1988  and  1992 
CPS's.  In  short,  while  the  number  of  mother-only  families  has  continued  to 
grow  in  recent  years,  their  numbers  have  grown  most  among  those  most  likely 
to  resort  to  AFDC—these  being  mothers  who  have  never  been  married. 

CAVEATS 

Several  caveats  are  in  order.  First,  the  CPS  analysis  shows  that  changes 
in  the  number  and  composition  of  mother-only  families  has  probably  affected  the 
AFDC  caseload  significantly.  The  exact  magnitude  of  the  effect  is  difficult  to 
judge,  for  several  reasons.  First,  the  CPS  tends  to  understate  actual  caseload 
numbers.  CPS  numbers  show  about  a  400,000  increase  in  AFDC  families 
between  1987  and  1991,  whereas  caseload  statistics  show  the  increase  to  be  in 
the  neighborhood  of  700,000  families.  Also,  the  CPS  analysis  does  not  model 
program  eligibility;  it  simply  reports  the  magnitude  of  population  and  rate 
changes  between  the  2  periods.  The  methods  applied  here  do  not  address  other 
factors  that  could  have  significantly  affected  the  AFDC  recipiency  rate  over  the 
period,  such  as  changes  in  program  income  eligibility  cutoffs,  or  changes  in 
program  administration.  Also,  the  method  does  not  address  how  characteristics 
of  mother-only  families,  other  than  their  marital  status  and  family  living 
arrangements,  may  have  changed.  Had  mother-only  families  changed  in  other 
significant  ways  over  the  period,  such  as  more  highly  educated  women  bearing 
children  out-of-wedlock,  the  underlying  rate  of  AFDC  recipiency  among  mother- 
only  families  could  have  differed  between  the  2  periods. 

This  concludes  my  testimony. 
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FIGURE  1. 
AFDC  Monthly  Basic  Caseload 

January  1975  -  August  1992 
(In  millions  of  families) 
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NOTE:  Recessions  are  represented  by  the  period  between  the  peak  (P)  ar>d  trough 
(T)  of  economic  activity.   It  is  assumed  that  ttte  second  quarter  of  1991  will  t>e 
designated  as  the  official  trough  of  the  recession. 

Source:  Rgure  prepared  by  CRS  based  on  Office  of  Family  Assistance  AFDC 
caseload  data  and  U.S.  Certsus  Bureau  poverty  data. 
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FIGURE  2. 

Number  of  Mother-Only  Families 

And  AFDC  Basic  Caseload 

1975  to  1992 


Number  of  families 
(in  millions) 


1906 


Source:  Prepared  by  CRS.  Estimates  of  ttie  numt)er  of  families  are  from  March  CPS  Data. 
AFDC  caseload  statistics  are  from  the  OfRca  of  Family  Assistance. 
*  Denotes  average  t>ased  on  first  8  months  of  1962. 
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FIGURE  3. 
Marriage  and  Divorce  Rates  Among  Women 

1920  to  1991 
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Source:  Prepared  by  CRS  based  on  data  from  the  National  Center  for  Health  Statistics 
*  1989  and  1990  data  are  presently  unavailable. 
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FIGURE  4. 

Fertility  Rates  for  Women  Ages  15  to  44 

All  Women  and  Unmarried  Women 

1940  to  1991 
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*  Values  between  these  points  are  interpolated  due  to  unavailability  of  data. 

SOURCE:  Prepared  by  GRS  based  on  data  from  the  National  Center  for  Health  Statistics. 
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FIGURE  5. 

Fertility  Rates  Among  Teenage  Women 

Total  and  Unmarried 

1940  to  1989 


Births  per  1,000  Womert  in  Group 
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Source:  Prepared  by  CRS  based  on  data  from  National  Center  for  Health  Statistics. 
*  Values  between  these  points  are  interpolated  due  to  uruivaJlability  of  data. 


41 

Acting  Chairman  Matsui.  Mr.  Santorum. 

Mr.  Santorum.  Thank  you,  Mr.  Chairman.  A  lot  of  very  interest- 
ing testimony. 

Dr.  Burtless,  what  you  are  saying  is  these  programs  would  work 
if  we  just  gave  them  more  money? 

Mr.  Burtless.  No,  I  am  describing  the  way  that  they  operate  cur- 
rently: they  work  moderately  but  not  spectacularly  well. 

Mr.  Santorum.  They  work  to  make  poor  less  poor.  Is  that  what 
you  consider  work? 

Mr.  Burtless.  That  is  what  antipoverty  programs  are  intended 
to  do. 

Mr.  Santorum.  But  yet  they  are  still  poor;  they  are  not  moving 
out  of  poverty  necessarily? 

Mr.  Burtless.  No. 

Mr.  Santorum.  But  you  consider  that  to  be  effective?  A  program 
that  makes  poor  people  less  poor  to  be  an  effective  program  for  the 
poor? 

Mr.  Burtless.  It  is  not  a  spectacular  result  but  it  is  a  result  that 
has  made  medical  care  available  to  a  lot  more  children  and  poor 
parents  than  was  the  case  in  1965. 

Mr.  Santorum.  Would  you  suggest  a  better  program  design 
would  be  to  make  the  poor  not  poor? 

Mr.  Burtless.  You  mean  not  poor  before  they  receive  income 
transfer  benefits? 

Mr.  Santorum.  Whatever  program  we  put  in  place  for  the  poor 
should  have  the  objective  not  to  make  them  less  poor  and  still  poor 
but  not  poor. 

Mr.  Burtless.  I  certainly  think  it  is  better  if  programs  actually 
remove  people  from  poverty  entirely  rather  than  only  partly. 

Mr.  Santorum.  That  is  much  better  stated  than  maybe  my  con- 
voluted way  of  stating  it.  Any  suggestions  on  what  we  can  do  to 
change  these  programs  to  achieve  that  objective,  which  I  think  is  a 
better  objective  than  keeping  people  less  poor  but  still  in  poverty? 

Mr.  Burtless.  Well,  I  am  on  the  side  that  favors  increased  gener- 
osity of  the  earned  income  credit.  I  think  it  would  be  better  and 
more  politically  popular  if  people  could  be  removed  from  poverty 
and  at  the  same  time  work.  I  do  believe  that  the  liberalization  of 
the  earned  income  credit  makes  it  possible  for  people  to  work  and 
also  remove  themselves  from  poverty. 

The  current  situation  in  the  United  States  is  that  many  people 
who  hold  jobs,  even  if  they  work  full  time  year-round,  do  not  earn 
enough  on  those  jobs  to  get  out  of  poverty.  Increasingly,  the  jobs 
that  they  have  don't  offer  important  fringe  benefits,  like  health 
care  benefits  and  retirement  benefits.  So  I  think,  given  the  under- 
lying trends  in  our  economy,  which  are  producing  more  jobs  of  this 
type  without  benefits  and  with  fairly  meager  real  wages,  in  order 
to  remove  families  from  poverty  who  are  working  age,  we  have  to 
supplement  their  earnings. 

Mr.  Santorum.  That  is  a  good  response  and  one  that  I  agree 
with  you  on,  that  with  regard  to  working  families  who  are  poor, 
the  EITC  should  be  a  mechanism  in  which  we  don't  make  them 
less  poor  but  a  mechanism  by  which  we  assist  them  in  being  not 
poor. 
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Now,  let  us  take  the  other  group  of  people  who  are  poor,  those 
people  who  are  not  working.  What  should  we  do? 

Mr.  BuRTLESS.  I  think  it  depends  on  the  group.  But  for  many  of 
these  people  I  think  that  the  best  we  can  hope  to  do  is  ameliorate 
their  temporary  poverty.  Because  some  of  them  are  only  temporari- 
ly poor,  we  should  make  their  temporary  poverty  a  more  decent 
one. 

And  secondly,  we  should  be  concerned  about  the  long-term 
effects  on  the  children  in  these  families.  We  should  be  trying  to 
bolster  the  education  and  the  training  that  the  people  in  these  fam- 
ilies receive  so  that  when  they  grow  up  they  will  have  better  earn- 
ing opportunities  than  their  parents  did. 

Mr.  Santorum.  So  you  have  addressed  folks  who  are  transition- 
ally  poor.  For  those  folks  who  are  transitionally  poor,  we  should 
make  their  situation  better  but  only  in  a  transitional  sense.  Does 
Government  have  a  role  in  moving  them  back  into  the  nonpoor  cat- 
egory? 

Mr.  BuRTLESS.  Well,  for  some  of  them  it  might  be  worthwhile  to 
offer  training. 

Mr.  Santorum.  Has  training  ever  proved  to  be  successful  in  ele- 
vating wages? 

Mr.  BuRTLESS.  Actually,  the  most  recent  Job  Training  Partner- 
ship Act  evaluation,  to  my  amazement,  did  find  that  there  were  im- 
proved wages  in  the  participants  in  that  program.  Historically,  the 
usual  finding  is  that  the  training  programs  help  get  people  into 
jobs,  but  not  necessarily  jobs  that  pay  any  better  than  the  jobs  that 
they  previously  held. 

That  still  is  a  worthwhile  improvement,  to  reduce  the  joblessness 
of  people  who  are  poor.  But,  nonetheless,  it  does  not  really  change 
the  long-term  trajectory  of  their  lifetime  earnings. 

But  the  Job  Training  Partnership  Act,  apparently,  for  the  adults 
who  participate,  has  helped  some  of  them  raise  their  earnings.  So, 
yes,  there  is  some  evidence  that  we  can  do  that. 

Mr.  Santorum.  OK.  Let's  talk  about  the  more  chronically  poor. 
How  do  you  feel  about  what  Mr.  Grandy  and  I  and  others  on  this 
Republican  side  of  the  subcommittee  and  the  President  have  pro- 
posed about  time  limited  welfare  and  work  requirements? 

Mr.  Burtless.  I  think  that  there  is  an  important  and  valuable 
role  for  a  program  that  would  offer  limited  transitional  aid,  aid 
that  is  more  generous  than  many  States  now  provide  under  their 
public  assistance  programs,  but  aid  that  is  not  so  stigmatized;  aid 
that  is  considered  to  be  the  normal  help  that  society  offers  to 
people  when  they  face  temporary  difficulties,  such  as  the  afteref- 
fects of  a  divorce  or  the  early  effects  of  unwed  motherhood. 

Mr.  Santorum.  Excuse  me,  are  you  saying  a  program  separate 
from  what  would  be  considered  a  cash 

Mr.  Burtless.  Well,  I  don't  know  whether  this  temporary  pro- 
gram should  be  called  Aid  to  Families  with  Dependent  Children, 
that  is,  a  continuation  of  the  program  established  under  the  Social 
Security  Act  or  whether  it  should  be  a  brand  new  program.  Howev- 
er, I  do  not  see  the  possibility  in  our  society  of  completely  ending 
cash  assistance  to  people  who  are  long-term  dependent  poor.  And 
the  reason  for  that  is  I  do  not  think  that  the  difficulties  that  these 
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people  have  can  be  remedied  in  a  space  of  2  years.  And  I  do  not 
want  to  see  the  children  of  these  families  placed  in  jeopardy. 

Mr.  Santorum.  The  bill  that  we  have  introduced,  and  you  may 
not  be  familiar  with  it,  but  the  bill  we  introduced  does  not  end 
cash  payments  to  any  family  after  2  years.  All  it  does  is  require 
people  to  work  after  2  years  to  continue  to  receive  that  cash  wel- 
fare benefit. 

Is  it  too  much  to  ask  the  people  who  are  receiving  benefits  from 
taxpayers  in  this  country  that  they  should  work  for  benefits  after  a 
period  of  time? 

Mr.  BuRTLESS.  Well,  I  have  attended  quite  a  number  of  meetings 
over  the  last  couple  of  years  about  proposals  of  that  kind,  and  in 
listening  to  people  go  back  and  forth  on  that,  I  am  afraid  that  if  we 
simply  say  you  have  2  years  to  shape  up  or  we  stop  paying  you  ben- 
efits, or  you  must 

Mr.  Santorum.  No  one  suggested. 

Mr.  BuRTLESS.  Or  work  for  exchange  for  those  benefits,  then  a  lot 
of  people  will  not  work.  And  then  the  question  that  our  society 
must  ask  itself  is  do  we  really  want — do  we  really  intend  to  cut  off 
the  cash  benefits  that  are  provided  to  that  family?  And  I  am  a 
little  doubtful  that  that  is  what,  in  fact,  we  would  do.  I  don't  think 
that  this  society  has  the  stomach  to  accept  the  extreme  child  pover- 
ty that  would  be  associated  with  that  policy. 

I  could  see  our  society  offering  benefits  that  are  less  generous 
than  the  temporary  aid  that  we  pay,  perhaps  for  a  period  of  up  to  2 
years.  But  I  cannot  see  this  society  ending  cash  aid  altogether  to 
people  who  have  the  misfortune  of  having  parents  who  don't  want 
to  work  in  exchange  for  benefits. 

Mr.  Santorum.  Even  if  we  were  to  provide  that  person  with 
child  care  assistance,  with  medical  assistance,  with  food  programs, 
in  addition  to  the  cash  benefit  while  working,  you  don't  think  that 
the  American  public,  the  taxpayer,  would  feel  comfortable,  that  we 
should  not  demand  that  from  people  who  are  receiving  cash  assist- 
ance? 

Mr.  BuRTLESS.  Well,  here.  Congressman,  is  my  uncomfortable- 
ness.  I  think  about  the  promises  that  were  made  at  the  time  the 
institutionalized  population  was  deinstitutionalized  in  this  country. 
These  people  were  removed  from  places  where  at  least  they  were 
warm  and  secure  and  well  fed.  The  promise  that  was  held  out  was 
that  they  would  be  cared  for  in  local  community  facilities;  they 
would  be  given  all  of  the  comforts  of  home;  and  they  would  live 
much  better. 

But,  instead,  what  we  have  seen  as  a  result  of  deinstitutionaliz- 
ing is  a  lot  of  people  who  are  in  much  more  helpless  situations. 
Many  are  homeless.  I  really  have  that  kind  of  a  fear  for  a  pro- 
gram  

Mr.  Santorum.  I  understand  what  you  are  saying,  but  deinstitu- 
tionalization was  not  supported  only  by  those  who  made  promises, 
but  also  by  advocates  within  the  institutions  who  pushed  for  it. 

So  it  is  not  necessarily  Government  mandates  but  advocates  who 
came  here  demanding  these  institutions  be  closed  down. 

I  was  not  here  at  the  time  Mr.  Matsui  may  have  been.  But  there 
is  a  very  different  issue  before  us  today.  You  are  talking  about  dif- 
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ferent  rights  and  different  responsibilities  with  regard  to  institu- 
tionalized people  than  you  are  with  welfare  families. 

These  people  are  mentally  and  physically  healthy  and  perfectly 
able,  otherwise  they  would  not  be  required  to  work.  If  they  are  dis- 
abled in  any  way,  they  would  not  be  required  to  work.  I  am  talking 
about  able-bodied  people  who  can  and  should  function  in  a  working 
environment.  Very  different  situation. 

Mr.  BuRTLESS.  I  agree  it  is  a  different  situation,  but  I  do  think 
there  are  people  who  are  unfit  in  other  ways  than  just  being  phys- 
ically unfit.  Some  are  probably  unwilling  and  unable  to  work  even 
in  government-make  work  jobs  that  they  are  supposed  to  hold  in 
exchange  for  their  benefits. 

Mr.  Santorum.  They  wouldn't  necessarily  be  government  make- 
shift jobs. 

My  time  is  up.  Thank  you,  Mr.  Chairman. 

Acting  Chairman  Matsui.  Thank  you.  Mr.  Reynolds. 

Mr.  Reynolds.  Thank  you,  Mr.  Chairman. 

I  just  wanted  to  comment  on  the  exchange.  I  am  new  here  and  I 
have  thought  about  this  an  awful  lot.  I  would  be  supportive  of  a 
program  that  would  limit  the  duration  that  one  can  be  on  public 
assistance  as  long  as  the  program  provided  for  job  training  during 
that  time  we  are  saying,  2  years  or  3  years. 

My  problem  with  it  are  the  children,  and  no  matter  what  we 
think  of  the  mom's  or  their  situation  or  their  lack  of  responsibility 
or  their  bad  morals  or  whatever  you  want  to  say,  the  children  did 
not  ask  to  be  here  and  have  no  real  say-so  in  being  here.  And  until 
I  see  a  program  that  will — if  there  was  some  way  we  could  guaran- 
tee payments  to  the  children;  if  there  was  some  system  we  could 
put  in  place  where  the  children  will  be  taken  care  of,  I  could  see 
myself  being  much  more  tough  on  the  situation.  Because  I  really 
strongly  believe  that  we  have  to  really  rethink  our  system  in  this 
country  when  it  comes  to  public  assistance.  But  being  a  father, 
being  a  young  father,  my  heart  goes  out  to  the  children  and  I  just 
don't  know  what  we  do  with  that. 

My  question  to  Mr.  Gabe  is  what  other  factors  besides  the  in- 
crease in  AFDC  caseload  has  been  the  increase  in  single  mothers 
as  a  subgroup  in  the  total  caseload?  Numerous  factors,  of  course, 
contribute  to  the  reasons  why  a  single  mother  may  find  herself  as 
a  recipient  of  AFDC  benefits. 

I  am  wondering  if  any  of  your  research  has  extrapolated  not  only 
a  breakdown  of  mother-only  households  participating  in  AFDC  by 
race,  but  if  you  can  comment  on  the  lack  of  sufficient  child  support 
enforcement  as  a  contributory  factor  in  the  lives  of  single  mothers 
who  are  AFDC  recipients. 

Mr.  Gabe.  In  response  to  your  first  question,  the  trend  from  1980 
to  present  shows  that  the  AFDC  caseload  has  been  growing  faster 
among  Hispanics  and  other  groups.  The  percent  of  the  caseload 
that  is  black  has  declined,  and  the  percentage  that  are  white  has 
also  declined. 

In  terms  of  your  second  question  regarding  child  support,  figures 
from  the  "Green  Book,"  I  think  show  that  only  about  4  percent  of 
AFDC  mothers  have  child  support  collected.  Child  support  enforce- 
ment statistics  may  differ.  I  am  only  really  familiar  with  the  AFDC 
caseload  statistics  here. 
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I  think  here  you  have  to  look  at  how  child  support  is  treated 
under  the  existing  AFDC  program,  for  example,  and  incentives  for 
mothers  to  get  child  support.  For  a  mother,  for  example,  who  is  on 
AFDC,  if  child  support  is  collected  on  her  behalf  and  it  is  not  suffi- 
cient enough  to  move  her  off  of  AFDC  in  combination  with  her  own 
earnings,  her  net  income  difference  is  $35  per  month,  when  you 
take  into  account  food  stamps  and  AFDC.  So  some  of  the  incentives 
under  AFDC  may  help  to  account  for  low  child  support  receipt 
among  AFDC  mothers. 

Mr.  Reynolds.  Just  from  your,  and  this  is  for  anybody  on  the 
panel,  have  any  of  you  done  any  studies  or  know  of  any  recent 
studies  as  it  relates  to  child  enforcement  and  how  the  cost  benefit 
of  having  better  enforcement  as  it  relates  to  AFDC  payments  and 
expenditures. 

Mr.  Gabe.  No,  I  have  not. 

Mr.  BuRTLESS.  I  know  New  York  State  is  doing  an  experiment  to 
try  to  improve  this  in  a  couple  of  upstate  New  York  counties.  I 
don't  know  what  the  results  have  been. 

Mr.  Reynolds.  Thank  you  very  much,  Mr.  Chairman. 

Acting  Chairman  Matsul  Thank  you,  Mr.  Reynolds. 

Mr.  Grandy. 

Mr.  Grandy.  Thank  you,  Mr.  Chairman. 

I  would  like  to  submit  for  the  record  of  this  hearing  a  couple  of 
charts  that  I  think  would  buttress  what  Mr.  Gabe  has  talked  about. 
I  will  just  explain  them. 

You  have  made  a  point,  I  think,  that  the  increases  in  AFDC  have 
come  primarily  from  never-married  females,  female-headed  house- 
holds. This  chart  basically  shows  you  are  right,  but  also  that  they 
are  also  isolated  from  a  good  economy. 

This  striped  figure  indicates  two-parent  households  in  1983  at  the 
depth  of  the  recession,  when  we  had  5.9  million  families  in  poverty. 
By  1989,  when  the  economy  was  much  stronger,  only  5.3  million 
two-parent  families  were  in  poverty.  The  exact  opposite  is  true  of 
female-headed  households.  They  actually  grew  from  3.2  million  in 
1983  to  3.9  million  in  1989. 

The  second  chart,  Mr.  Chairman,  is  basically  a  line  graph  that 
shows  an  enormous  increase  in  the  number  of  never-married, 
female-headed  families  in  poverty,  but  virtual  stability  in  the 
number  of  divorced  female  headed  families  in  poverty. 

Now,  following  along  this  line  of  trying  to  put  some  kind  of  sanc- 
tions or  time  limitation  into  the  welfare  law,  I  guess  I  would  ask:  If 
we  don't  do  something  like  that,  won't  these  figures  just  get  worse? 

I  realize,  and  Mr.  Reynolds  has  made  the  point,  as  have  other 
members  of  the  committee,  that  we  don't  want  to  penalize  the  chil- 
dren. But  it  seems  to  me  the  children  are  penalized  right  now. 

The  time  limitation  idea  is  based  around,  one,  the  fact  that  wel- 
fare to  some  extent  holds  these  people  captive  from  the  workplace; 
two,  that  as  Federal  cash  benefits  have  declined,  in-kind  benefits 
have  gone  up.  And  Mr.  Santorum  I  don't  think  completely  ex- 
plained that  under  our  bill  we  are  not  penalizing  the  in-kind  bene- 
fits, we  are  talking  about  the  cash  in  terms  of  the  sanctions  for 
work.  We  do  extend  the  day  care  provisions,  we  do  extend  the  Med- 
icaid provisions,  and  we  do  that  specifically  to  protect  the  child,  I 
think  in  many  cases,  more  than  the  parent. 
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But  you  come  down  to  a  very  difficult,  almost  paternalistic  deci- 
sion that  we  are  obliged  to  make  as  policymakers,  and  that  is  are 
we  going  to  have  to  enforce  some  kind  of  tough  love?  Are  we  soins 
to  have  to  say,  you  must  work?  ^ 

I  have  supported  this  because  I  cannot  find  a  better  answer,  to  be 
perfectly  honest  with  you.  Do  any  of  you  have  a  better  answer  than 
a  proposal  similar  to  what  the  President  has  put  forward  and  what 
we  have  tried  to  write  into  our  bill,  beyond  a  time  limitation  on 
benefits  with  a  provision  that  you  have  to  work,  but  coupled  with  a 
hopefully  gentler  transition  into  the  workplace  than  even  exists 
under  the  Family  Support  Act? 

[The  information  follows:] 
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Mr.  Grandy.  Dr  Burtless. 

Mr.  Burtless.  Well,  I  wonder  whether  you  have  in  the  back  of 
your  mind  an  explanation  for  this  increase  in  the  number  of  never- 
married  female-headed  families.  Is  that 

Mr.  Grandy.  Wouldn't  that  be  teenage  pregnancies,  to  a  large 
degree?  Are  we  not  talking  about  young  children  getting  pregnant? 

Mr.  Burtless.  I  was  wondering,  is  your  reasoning  that  the  expla- 
nation for  this  increase  in  teenage  pregnancy  rates,  that  these 
public  assistance  benefits  have  encouraged  this  kind  of  behavior 
and  so  this  time  limitation  would  discourage  it? 

Mr.  Grandy.  Well,  I  would  hope  the  time  limitation  would  dis- 
courage the  dependency  on  welfare  and  nonwork,  which  is  what  we 
have  right  now. 

We  have  had  people  get  up  in  front  of  this  committee  and  say 
nonwork  and  welfare  are  two  different  things.  They  have  not  made 
the  case  completely,  in  my  view,  but  I  would  just  say  that  right 
now,  it  seems  to  me,  the  choices  are  the  status  quo  and  trying  to 
break  out  of  that  status  quo.  That  is  the  whole  idea  behind  Mr. 
Santorum  and  Mr.  Shaw  and  my  bill. 

But  I  was  going  to  ask  you,  Mr.  Gabe,  if  it  is  really  true  that  we 
are  looking  at  more  teenage  pregnancies?  Does  that  argue  for  a 
time  limitation  that  perhaps  should  contain  a  greater  component  of 
education? 

Mr.  Gabe.  Well,  I  think  that  the  vital  statistics  data  show  that 
teenage  out-of-wedlock  births  have  increased,  but  out-of-wedlock 
births  are  increasing  among  all  age  groups,  not  just  teenagers.  A 
lot  of  it  has  to  do  with — it  is  related  to — declining  marriage  rates. 
Fewer  people  getting  married. 

And  you  can  look  at  some  of  the  reasons — there  may  be  a  multi- 
tude of  reasons  for  that.  The  economy  may  be  related  to  it  as 
well — as  to  why  people  marry  or  when  they  marry. 

Mr.  Grandy.  But  there  is  a  disincentive  in  the  welfare  law  to  be 
married? 

Mr.  Gabe.  Yes. 

Mr.  Grandy.  It  reduces  their  benefits.  That  is  a  disincentive  if 
you  are  in  the  program. 

Mr.  Gabe.  I  would  say  if  you  are  married  then  in  many  cases, 
you  would  not  qualify,  depending  upon  the  status  of  your  spouse 
and  his  or  her  employment  status. 

In  terms  of  education,  I  think  that  when  you  look  at  the  the  CPS 
data,  the  current  population  survey  data  of  the  mothers  who  re- 
ported AFDC  receipt,  it  looks  like  45  percent  of  them  are,  have  less 
than  a  high  school  education.  So  based  on  those  numbers,  it  may 
take  a  fair  amount  of  effort  to  improve  their  employability  skills. 

Mr.  Grandy.  I  think  it  will  take  a  fair  amount  of  effort. 

My  time  is  up,  so  I  won't  prolong  this,  but  I  would  just  say,  in 
closing,  we  have  a  system  right  now  where  the  average  package  of 
cash,  Medicaid,  food  stamps  and  various  other  kinds  of  assistance 
amounts  to  about  $12,000  per  capita,  and  the  minimum  wage,  if 
you  work,  is  $8,800.  That  is  a  great  reason  not  to  work,  if  you  ask 
me.  And  that  is  where  I  think  we  have  to  get  in  and  modify  behav- 
ior. 

Thank  you,  Mr.  Chairman. 

Acting  Chairman  Matsui.  Thank  you,  Mr.  Grandy. 
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Dr.  Burtless,  as  Ms.  Giannarelli  has  indicated,  AFDC  benefits 
have  not  kept  up  with  inflation.  The  reason  for  the  increase  in 
budgets  is  because  of  Medicaid,  or  in  California  it's  MediCal.  Is 
that  basically  what  you've 

Mr.  Burtless.  I  think  two-thirds  of  the  increase  in  spending  as  a 
percentage  of  national  income,  since  the  late  1980s,  has  been  due  to 
the  increase  in  Medicaid. 

Acting  Chairman  Matsui.  We  had  hearings  back  in  1981,  I 
recall.  I  believe  it  was  Ms.  Oshansky  who  originally  came  up  with 
the  definition  of  poverty,  and  it  was  basically  three  times  your 
basic  food  needs.  And  I  asked  her  when  she  testified,  in  this  room,  I 
believe  it  was,  how  she  arrived  at  that  back  in  the  1960s.  She  said, 
I  don't  know,  three  times  your  basic  food  needs  seems  to  be  a  rea- 
sonable number.  We  did  talk  about  noncash  benefits,  but  it  was 
hard  to  know  how  to  quantify  them. 

If  we  really  want  to  deal  with  trying  to  provide  a  level  of  benefits 
that  is  reasonable  for  people  that  are  in  poverty,  it  seems  to  me 
you  have  to  deal  with  the  health  care  crisis  in  America,  because 
that  just  seems  to  be  eating  up  the  family  assistance  budget.  Medic- 
aid today  is  about  71  percent  nonchildren,  and  goes  to  the  disabled 
and  senior  citizens. 

Would  you  agree  that  we  have  to  deal  with  the  health  care  crisis 
first? 

Mr.  Burtless.  Well,  I  agree  that  it  is  very  important  to  control 
the  increase  in  prices  for  medical  care.  But  we  should  be  a  little  bit 
careful.  The  increase  in  spending  on  Medicaid  has  not  been  entire- 
ly driven  by  that. 

There  have  been  increases  in  the  size  of  the  eligible  population, 
not  only  because  more  people  are  jobless  and  the  recession  has 
struck  hard,  but  also  because  the  Congress,  at  the  behest  of  many 
Governors,  has  liberalized  the  conditions  under  which  children  can 
receive  Medicaid  insurance  benefits,  and  the  supplemental  security 
income  program  has  gotten  more  generous. 

I  mean,  there  are  other  factors  that  have  increased  overall 
spending,  but  for  Medicaid,  in  particular,  it  is  not  just  the  increase 
in  the  price  of  medical  care.  There  has  not  been  an  acceleration  in 
medical  price  increases,  but  there  has  been  a  real  acceleration  in 
Medicaid  spending  over  the  last  3  or  4  years. 

Acting  Chairman  Matsui.  But  in  areas  other  than  children,  to  a 
large  extent — isn't  that  correct? 

Mr.  Burtless.  Some  of  the  increased  spending  is  for  children, 
though,  because  more  children  are  now  insured.  It  is  not  that  chil- 
dren are  receiving  more  generous  benefits  per  person.  Instead  it  is 
that  more  children  are  insured. 

Acting  Chairman  Matsui.  OK. 

Mr.  Gabe,  you  talked  about  the  breakdown  between  those  moth- 
ers that  have  never  been  married — teenage  mothers  to  a  large 
extent — and  mothers  who  have  been  married,  in  terms  of  their 
ability  to  work  and  get  out  of  poverty.  Could  you  cite  those  num- 
bers again  for  me? 

Mr.  Gabe.  Well,  basically,  50  percent  of  never-married  mothers 
are  on  AFDC,  and  one-fifth  of  divorced  mothers  are  on  AFDC.  And 
then  less  than  one-tenth  of  widowed  mothers.  But  a  lot  of  that  re- 
lates to — it  is  suggestive  of — other  factors,  other  characteristics  of 


51 

these  mothers.  It  has  to  deal  with  what  their  age  is,  how  young 
their  children  are,  their  education  and  the  like. 

If  you  have  an  increase  in  never-married  mothers,  in  terms  of 
their  share  of  female-headed  single-parent  families,  that  is  going  to 
indicate  that  more  of  these  new  families  are  going  to  have  young 
children.  At  time  of  birth,  I  wouldn't  expect  a  mother  to  work.  So 
those  sorts  of  characteristics  associated  with  mothers'  marital 
status  going  to  contribute  to  her  being  possibly  dependent  on 
AFDC  and  poor. 

Acting  Chairman  Matsui.  I  am  wondering,  does  the  issue  of  pa- 
ternity play  a  role  in  this?  In  many  cases  for  never-married  moth- 
ers, paternity  is  not  legally  established  and,  therefore,  support  pay- 
ments don't  even  come  into  play.  Would  that  have  an  impact  on 
this  gap  between  50  and  20  percent? 

Mr.  Gabe.  Well,  I  think  that  establishing  paternity  is  part  of  it, 
and  trying  harder  to  garner  child  support^so  that  both  parents 
are  helping  to  economically  support  their  children — would  help  to 
narrow  the  deficit,  the  differences  between  never  married  and 
divorced  mothers.  Certainly,  if  a  mother  is  married,  and  there  are 
divorce  proceedings,  part  of  that  procedure  is  to  establish  child  sup- 
port. So  I  would  think  that  those  legal  proceedings  certainly  help 
divorced  mothers. 

But  part  of  it  is  related  to  the  fathers  of  these  children,  and  their 
earnings  capacity.  Whether  they  have  the  ability  to  pay  child  sup- 
port that  will  be  sufficient,  for  example,  to  make  a  marked  differ- 
ence in  terms  of  the  mother  not  being  on  AFDC.  So  it  opens  up  a 
lot  of  other  issues  in  terms  of  the  opportunities  for  these  men  to 
earn  a  living  in  the  economy  as  well. 

Acting  Chairman  Matsui.  It  would  seem  to  me  that  our  whole 
system  focuses  primarily  on  the  custodial  mother.  As  I  look  back 
on  the  Family  Support  Act  of  1988,  there  is  one  area  I  wish  we  had 
spent  more  time  on,  and  that  is  child  support  enforcement.  Even 
though  we  did  work  on  that,  we  didn't  give  it  the  kind  of  attention 
I  wish  now,  5  years  later,  that  we  had. 

I  remember  in  the  early  1980s  it  was  the  "welfare  queen,"  that 
everyone  was  concerned  about  and  no  one  talked  about  the  "wel- 
fare king" — the  father  who  bought  a  motorcycle  and  said,  "I  can't 
make  my  payments,"  or  who  has  a  second  and  third  family  and  all 
of  a  sudden  forgets  about  that  first  family.  Something  will  have  to 
be  done  about  that  situation. 

Ms.  Giannarelli — I  am  going  to  get  that  name  right  eventually. 

In  terms  of  the  benefit  levels,  you  mentioned,  and  I  think  most  of 
us  have  seen  this  over  the  years,  that  the  AFDC  benefits  have  not 
kept  up  with  inflation  since  1975. 

Ms.  Giannarelli.  Twenty-eight  percent  less. 

Acting  Chairman  Matsui.  Twenty-eight  percent  less  than  what  it 
was  in  1975. 

Would  you  suggest  that  as  a  result  of  that,  the  AFDC  program 
and  the  beneficiaries  of  the  AFDC  benefits  have  taken  the  largest 
share  of  the  cutbacks,  both  at  the  State  level  and  at  the  Federal 
level? 

Ms.  Giannarelli.  The  largest  share  of  cutbacks  compared  to? 
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Acting  Chairman  Matsui.  That  the  AFDC  benefits  have  taken 
the  largest  share  of  the  cutbacks  over  the  last  decade  or  so  at  both 
the  State  and  Federal  level. 

Ms.  GiANNARELU.  I  don't  know  if  I  would  say  the  largest  share.  I 
think  they  have  taken  a  large  share.  And  I  think  one  of  the  inter- 
esting results  of  the  simulation  work  is  that,  to  the  extent,  that 
States  have  not  increased  their  AFDC  benefit  amounts  because 
they  couldn't  afford  it,  some  of  that  savings  is  being  offset  by  in- 
creased spending  on  food  stamps. 

So  at  the  level  of  an  individual  family,  some  of  the  lost  value  of 
AFDC  is  offset  by  higher  food  stamp  benefits.  But  not  enough  to 
completely  make  up  the  loss  in  AFDC.  So  AFDC  families  have 
taken  a  big  hit  in  the  sense  that  their  overall  available  income, 
even  including  food  stamps,  is  lower  now  in  real  terms  than  it  was 
10  or  15  years  ago. 

Acting  Chairman  Matsui.  Well,  I  want  to  thank  all  three  of  you 
for  your 

Mr.  Santorum.  One  quick  question  just  to  follow  up  on  some- 
thing you  said. 

Acting  Chairman  Matsui.  Sure. 

Mr.  Santorum.  You  mentioned,  Mr.  Gabe,  that  never-married 
heads  of  household  have  a  higher  incidence  of  being  on  public  as- 
sistance. The  question  is,  do  you  have  any  information  that  shows 
that  once  they  are  on,  they  stay  on  longer;  the  length  of  stay? 

Mr.  Gabe.  I  think  studies  on  duration  indicate  that  that  is  true. 
It  has  to  deal  more,  I  think,  with  how  young  the  mother  is  when 
the  child  is  born.  If  she  is  a  teenage  mother  who  doesn't  marry,  I 
think  then  the  stay  on  welfare,  would  be  longer  than  others.  So  it 
is  not  all  never-married  mothers  who  have  long  stays;  long  stays  on 
welfare  are  the  age  of  the  mother,  more  related  to  when  she  bears 
the  child. 

Mr.  Santorum.  Thank  you,  Mr.  Chairman. 

Acting  Chairman  Matsui.  Mr.  Grandy. 

Mr.  Grandy.  Mr.  Chairman,  you  said  something  that  prompted  a 
question  in  my  mind  when  you  posed  the  question  of  should  we 
think  about  trying  to  solve  some  of  the  health  care  problems  before 
we  get  into  some  of  these  matters  of  behavioral  modification  and 
poverty. 

I  am  not  so  sure  the  reverse  is  not  true,  having  heard  Secretary 
Shalala  yesterday  and  having  looked  at  some  of  the  data  that  has 
surfaced  regarding  immunizations.  If  you  assume  Mr.  Gabe's  data 
to  be  correct,  that  the  majority  of  welfare  cases  are  now  single  fe- 
males with  children,  I  assume  there  is  a  correlation  with  a  lack  of 
parenting  skills,  particularly  if  these,  mothers  are  teenagers,  which 
probably  leads  to  low  birth  weight  babies  and  lack  of  immuniza- 
tions. 

There  was  a  study  that  was  conducted  in  four  inner  cities  that 
found  tht  86  percent  of  all  of  the  children  that  were  unvaccinated 
for  measles  were  on  AFDC. 

I  am  wondering  if  we  might  not  get  at  the  health  care  problem 
by  solving  or  at  least  attempting  to  address  some  of  these  poverty 
problems  that  relate  to  these  single-parent  families  that  are  headed 
by  young  mothers. 
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I  don't  know  if  you  have  any  data,  Mr.  Gabe,  about  how  many  of 
these  kids  are  low  birth  weight  babies  and  because  of  the  lack  of 
prenatal  care  that  a  lot  of  these  women  get,  that  we  wind  up 
paying  additional  neonatal  costs  because  of  children  that  are  born 
prematurely.  But  I  think  that  is  something  that  perhaps  we  should 
explore  here. 

It  seems  to  me  one  of  the  cost  drivers  in  Medicaid  is  these  chil- 
dren; would  you  agree? 

Mr.  Gabe.  I  don't  know.  I  have  not  been  following  Medicaid 
spending. 

Mr.  Grandy.  Miss  Giannarelli,  have  you  got  something  to  add 
here? 

Ms.  Giannarelli.  I  don't  know  the  Medicaid  data  extremely 
well,  but  I  do  know  the  average  costs  of  covering  a  child  under 
Medicaid  are  much  lower  than  the  average  costs  of  covering  elderly 
people. 

Mr.  Grandy.  Well,  of  course  that  goes  without  saying.  But  you 
are  seeing  a  disconnect  between  programs,  as  the  President  is  pro- 
posing, public  immunizations  and  the  willingness  of  parents  to 
come  forward  to  get  these  kids  immunized.  Assuming  an  unimmun- 
ized  kid  is  eventually  going  to  be  a  health  risk,  I  am  wondering  if 
we  should  not  look  at  this  as  part  of  the  health  care  problem. 

I  think  there  is  a  direct  correlation  between  being  in  poverty  and 
being  unhealthy,  and  I  think  perhaps  some  of  the  stuff  we  do  on 
welfare  reform  could  precede  what  we  do  on  health  care  reform. 

That  occurred  to  me  as  you  brought  this  up,  Mr.  Chairman. 

Acting  Chairman  Matsui.  You  raise  a  very  interesting  observa- 
tion. Obviously,  we  would  like  to  do  both  at  the  same  time.  I  would 
like  to  go  back  to  the  issue  of  the  factors  underlying  growing  Med- 
icaid expenditures. 

The  Kaiser  Commission  on  the  Future  of  Medicaid  concluded 
that  31  percent  of  the  increased  cost  of  Medicaid  from  1988  to  1991 
was  health  care  price  inflation;  28  percent  an  increase  in  spending 
per  recipient — that  is,  sicker  people  and  better  State  claiming;  and 
34  percent  was  enrollment  growth:  19  percent  due  to  elderly  and 
disabled,  11  percent  due  to  pregnant  women  and  children,  and  only 
4  percent  due  to  increased  enrollment  in  low-income  families. 

That  is  consistent  with  your  numbers;  is  that  correct,  Ms.  Gian- 
narelli? 

Ms.  Giannarelli.  Yes. 

Mr.  Grandy.  Could  I  say  one  thing? 

Acting  Chairman  Matsui.  Certainly. 

Mr.  Grandy.  I  was  handed  my  Republican  statistics,  Mr.  Chair- 
man, so  I  want  to  get  these  in  the  record. 

Acting  Chairman  Matsui.  I  thought  we  were  going  to  be  nonpar- 
tisan on  this. 

Mr.  Grandy.  You  started  it,  Mr.  Chairman. 

Acting  Chairman  Matsui.  I  cited  Kaiser. 

Mr.  Grandy.  No,  no.  This  is  stuff  the  committee  has  had  for 
some  time. 

Acting  Chairman  Matsui.  I  know. 

Mr.  Grandy.  I  would  just  point  out  that  the  statistics  that  I  have 
got  indicate  that  in  1979  Medicaid  expenditures  for  the  nonelderly 
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were  $13.5  billion,  and  that  they  grew  to  $29.8  billion  in  1991.  So 
that  would  exclusively  be  moms  and  children. 

Now,  whether  or  not  it  is  mostly  moms  and  not  children,  I  can't 
tell  you,  but  I  think  that  does  indicate  an  increasing  dependency 
on  public  health  for  a  lot  of  these  families  who  are  not  elderly. 
That  is  all  I  wanted  to  put  in,  Mr.  Chairman. 

Acting  Chairman  Matsui.  Thank  you. 

Mr.  Gabe,  before  you  leave,  I  just  wanted  to  get  a  clarification, 
because  the  teenage  birthrate  has  not  changed  much.  It  is  just  that 
many  more  of  the  teens  now  are  not  getting  married,  is  that  cor- 
rect? 

Mr.  Gabe.  In  terms  of  the  pregnancy  rate,  I  can't  say.  I  can  say, 
in  terms  of  the  child  being  born,  that  birthrates  are  going  up 
among  unwed  teens.  In  part,  this  is  a  reaction  in  terms  of  their  not 
getting  married  when  they  get  pregnant  or  are  about  to  have  a 
child. 

You  have  to  ask,  if  they  got  married,  what  would  the  conse- 
quences be  down  the  line?  If  you  marry  young,  there  is  a  high 
probability  of  getting  divorced. 

Acting  Chairman  Matsui.  Again,  I  would  like  to  thank  all  three 
of  you  and  we  will  look  forward  to  working  with  you  because  we 
will  need  your  expertise  and  resources  as  we  move  along  on  this 
major  issue.  So  thank  you  very  much. 

I  would  like  now  to  ask  the  five  members  of  the  last  panel  to  join 
us:  Sid  Johnson,  executive  director,  American  Public  Welfare  Asso- 
ciation; Iris  Lav,  director  of  State  and  Local  Programs,  Center  on 
Budget  and  Policy  Priorities;  Jo  Anne  Barnhart,  former  assistant 
secretary.  Administration  for  Children  and  Families,  U.S.  Depart- 
ment of  Health  and  Human  Services;  Jodie  Levin-Epstein,  senior 
state  policy  analyst,  Center  for  Law  and  Social  Policy;  and  Nancy 
Ebb,  senior  staff  attorney.  Children's  Defense  Fund. 

Welcome  to  the  five  of  you  and,  again,  I  would  like  to  apologize 
for  the  inconvenience,  given  the  votes  we  had  today. 

I  want  to  first  call  Sid  Johnson  from  the  American  Public  Wel- 
fare Association. 

All  of  your  written  statements  will  be  entered  into  the  record, 
without  objection.  Please  try  to  keep  your  remarks  to  around  5 
minutes,  but  don't  feel  that  you  are  totally  constrained  with  that 
time. 

STATEMENT  OF  A.  SIDNEY  JOHNSON  III,  EXECUTIVE  DIRECTOR, 
AMERICAN  PUBLIC  WELFARE  ASSOCIATION 

Mr.  Johnson.  Thank  you  very  much,  Mr.  Chairman.  I  am  de- 
lighted to  be  here. 

The  American  Public  Welfare  Association  which  I  represent  is  a 
nonprofit,  nonpartisan  organization  representing  all  50  State 
Human  Service  Departments,  800  local  public  welfare  departments 
and  4,000  individuals. 

Mr.  Chairman,  6  years  and  2  weeks  ago,  you  introduced  in  the 
House  of  Representatives  the  Family  Investment  Act,  the  first  com- 
prehensive proposal  to  overhaul  the  Nation's  welfare  system,  and 
you  referred  to  that  earlier.  You  said  at  the  time,  "welfare  is  more 
likely  to  perpetuate  poverty  than  to  alleviate  it.  We  need  a  strate- 
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gic  investment  initiative  that  invests  in  children  and  families  and 
in  the  future  of  America." 

Your  legislation  set  the  stage.  It  focused  for  the  first  time  on 
mutual  obligations  between  the  public  and  the  recipient,  on  work 
as  a  central  goal,  and  on  the  values  of  personal  and  family  respon- 
sibilities. From  that  emerged  the  Family  Support  Act. 

As  we  address  the  issues  today,  I  think  it  is  important  to  look  at 
what  has  occurred  since  the  enactment  of  the  Family  Support  Act 
and  what  remains  to  be  done  and  I  would  like  to  take  this  opportu- 
nity to  thank  Jo  Anne  Barnhart  for  her  leadership  in  the  Bush  ad- 
ministration on  the  Family  Support  Act  and  its  implementation. 

First,  I  would  like  to  address  the  effects  of  the  recession  on  the 
States  and  on  the  recipients.  The  national  recession  was  neither 
short  nor  mild  for  those  we  represent  and  the  people  we  serve.  We 
have  seen  3  years  of  growth  in  the  AFDC  program  with  more  than 
4.9  million  families  now  receiving  assistance,  including  over  9  mil- 
lion children. 

This  rate  of  growth  through  the  course  of  the  recession  for 
almost  3  years,  Mr.  Chairman,  has  meant  that  nearly  2,000  chil- 
dren a  day  have  gone  on  to  AFDC  rolls  nationwide.  Today  one 
American  child  in  seven  receives  AFDC,  1  American  in  10  receives 
food  stamps. 

The  States  are  now  paying  over  $10  billion  annually  for  their 
share  of  AFDC,  and  in  the  past  2V2  years.  State  expenditures  for 
AFDC  have  grown  from  $650  to  $840  million  a  month. 

Those  figures,  as  large  as  they  are,  pale  in  comparison  to  Medic- 
aid. Total  State  Medicaid  spending  for  fiscal  year  1992  was  more 
than  $50  billion,  an  increase  of  $20  billion  in  the  last  2  years  alone. 

You  spoke  earlier  about  health  care's  connection  to  AFDC  and 
poverty  and  dependency.  It  is  a  profound  concern.  We  absolutely 
have  to  develop  a  health  system  that  does  not  mean  that  for  a  poor 
or  working-class  mother  to  get  health  care  for  her  children  she 
needs  to  go  on  Medicaid,  she  needs  to  go  on  to  AFDC.  Access  to 
health  care  must  not  be  an  incentive  for  dependency. 

Medicaid  spending  now  accounts  for  14  percent  of  all  State 
spending  and  if  current  trends  continue,  estimates  suggest  that 
Medicaid  will  be  28  percent  of  all  State  spending  in  3  years  from 
today — $81  billion  a  year.  These  cost  figures  are  staggering  and,  as 
you  know,  the  constitutions  or  State  laws  in  49  States  require  a 
balanced  State  budget  every  year.  That  meant  in  1992  that  35 
States  which  were  anticipating  deficits  had  to  make  midcourse  cor- 
rections and  cuts. 

While  nine  of  those  States  deliberately  exempted  AFDC  from 
cuts,  in  many  States  there  were  no  exceptions.  At  the  same  time, 
in  the  years  1991  and  1992,  States  enacted  tax  increases  that  raised 
almost  $20  billion  annually. 

With  respect  to  the  JOBS  program  and  Family  Support  Act, 
during  this  recession,  States  remained  committed  to  those  pro- 
grams. We  are  encouraged  by  early  findings  of  MDRC  in  your  State 
of  California,  Mr.  Chairman,  that  shows  that  JOBS  is  producing 
welfare  savings  for  the  State  and  localities  and  increased  earnings 
for  the  recipients. 

State  spending  for  the  JOBS  programs  in  fiscal  1992  was  nearly 
$400  million.  California  spent  about  $54  million,  and  nationwide 
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500,000  individuals  are  participating  in  JOBS  every  month.  The 
one  fundamental  ingredient  missing  from  JOBS  is  the  ability  to 
serve  all  the  individuals  who  are  required  to  participate. 

As  you  know,  the  recession  has  made  it  impossible  for  States  to 
raise  the  money  to  pull  down  the  full  Federal  entitlement.  We  are 
very  interested  in  the  renewed  interest  in  further  welfare  reform — 
the  President's  proposals  and  the  Republican  bill  that  has  been  in- 
troduced. 

APWA  has  a  task  force  on  self-sufficiency  which  includes  10 
State  commissioners.  We  have  been  working  for  3  months  to  get 
our  recommendations  ready.  We  would  like  to  work  with  your  com- 
mittee and  with  members  on  both  sides  on  this  issue. 

We  also  think  there  are  some  things  that  can  be  done  immediate- 
ly as  we  work  toward  welfare  reform.  We  support  passage  of  legis- 
lation that  would  help  States  access  all  the  JOBS  matching  money, 
that  would  reduce  the  20-hour  rule  in  the  JOBS  program,  and  that 
would  address  the  unrealistic  participation  rates  in  the  unem- 
ployed parent  program. 

In  closing,  Mr.  Chairman,  welfare  reform  is  well  under  way  in 
the  States.  There  is  a  solid  and  strong  foundation.  We  need  to  build 
on  that  and  we  are  anxious  to  work  with  you  and  your  colleagues 
to  do  that. 

Acting  Chairman  Matsui.  Thank  you,  Sid.  ,»--: 

[The  prepared  statement  follows:]  *, 


Etfi 
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STATEMENT  OF  A.  SIDNEY  JOHNSON  lU 
American  Public  Welfare  Association 


Introduction 


Mr.  Chairman  and  members  of  the  Ways  and  Means  Subcommittee  on  Human 
Resources,  thank  you  for  the  opportunity  to  testify  today  with  the  states' 
perspective  on  welfare  programs.    My  name  is  Sid  Johnson  and  I  am  executive 
director  of  the  American  Public  Welfare  Association.    APWA  is  a  63-year-old 
nonprofit,  nonpartisan  organization  representing  the  state  human  service 
departments  in  all  50  states  and  the  District  of  Columbia,  plus  local  public  welfare 
agencies,  and  individuals  concerned  with  social  welfare  policy  and  practice. 

Mr.  Chairman,  six  years  and  two  weeks  ago  today  you  introduced  in  the  House  of 
Representatives  the  Family  Investment  Act. ..the  first  comprehensive  proposal  to 
overhaul  the  nation's  welfare  system.    You  said,  in  announcing  the  legislation, 
"welfare  today  is  more  likely  to  perpetuate  poverty  than  alleviate  it.    We  need  a 
strategic  investment  initiative  that  invests  in  children  and  families  and  in  the  future 
of  America." 

Mr.  Matsui,  your  legislation  reflected  a  growing  consensus  on  the  legitimacy  of 
mutual  obligations  between  welfare  recipients  and  the  rest  of  society.  It  established 
the  centrality  of  work  as  the  goal  for  system  reform,  and  it  was  built  upon  the 
values  of  personal  and  family  responsibility.    From  that  beginning,  the  Congress 
moved  forward  to  eventually  pass  the  Family  Support  Act  of  1988,  known  more 
commonly  as  welfare  reform. 

Today  marks  the  first  hearing  in  a  new  era,  with  a  new  Congress  and  a  new 
President  committed  to  further  major  reform  of  the  nation's  welfare  system.  It  is 
important  as  this  debate  goes  forward  that  we  mark  what  has  occurred  since  the 
enactment  of  the  Family  Support  Act,  and  what  remains  to  be  done  to  effectively 
meet  the  test  of  self-sufficiency. 

My  remarks  will  focus  first  on  the  impact  the  recession  has  had  on  state  human 
service  agencies  and  those  they  serve,  on  the  successes  to  date  of  the  Job 
Opportunities  and  Basic  Skills  Training  Program,  and  on  the  current  debate  over 
national  welfare  policy. 


The  Recession  and  the  States 

The  national  recession  has  been  neither  short  nor  mild  for  those  we  represent  and 
the  people  they  serve.    The  high  level  of  unemployment  and  the  upward  climb  in 
AFDC  and  food  stamp  caseloads  reflect  the  grim  context  within  which  states  have 
implemented  the  Family  Support  Act. 

We  have  seen  three  years  of  growth  in  the  AFDC  program,  with  more  than  4.9 
million  families  now  receiving  assistance,  including  13.7  million  individuals  and  over 
9  million  children.    This  rate  of  growth  through  the  course  of  the  recession,  Mr. 
Chairman,  has  been  nearly  2,000  children  per  day  added  to  the  AFDC  rolls 
nationwide.    Today  one  American  child  in  seven  receives  the  support  of  our  major 
family  assistance  program.    And  one  American  in  ten  now  receives  assistance  from 
the  food  stamp  program.    Agencies  have  seen  a  doubling-in  some  instances  a 
tripling-in  the  workload  of  front-line  caseworkers  trying  to  meet  the  needs  of  the 
growing  number  of  families  they  see. 

In  July  of  1989,  just  as  caseloads  began  to  increase,  the  state  share  of  AFDC 
expenditures  was  just  under  $650  million  a  month.  By  December  of  1992,  the  most 
recent  month  for  which  data  are  available,  the  monthly  cost  figure  had  risen  to 
nearly  $840  million.  States  are  paying  over  $10  billion  annually  just  in  the  AFDC 
program. 
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Total  state  Medicaid  spending  in  FY  92  was  more  than  $50  billion,  an  increase  of 
20%  over  1991  and  an  increase  of  nearly  45%  (over  $20  billion)  since  fiscal  1990. 
In  fact,  spending  on  Medicaid  accounted  for  about  14%  of  all  state  spending  in 
fiscal  1991  according  to  the  National  Association  of  State  Budget  Officers  (NASBO). 
If  Medicaid  continues  on  its  current  course,  Medicaid  will  account  for  28%  of  state 
spending  (or  $81  billion)  by  FY  95.    These  increased  costs  are  a  major  reason  for 
the  renewed  focus  on  the  welfare  system  at  both  the  state  and  federal  levels. 

Mr.  Chairman,  these  costs  figures  are  staggering  by  themselves  but  they  also  come 
at  a  time  when  states  are  in  a  financial  crisis  fueled  largely  by  the  recession.  As  you 
know,  constitutions  or  state  laws  in  49  states  require  a  balanced  state  budget  at 
the  end  of  every  year.    In  1992,  35  states  had  to  make  mid-course  budget 
corrections  because  of  budget  gaps.    While  nine  of  those  states  deliberately 
exempted  AFDC  from  cuts,  in  many  states  there  were  no  exceptions  from  the 
budget  cuts. 

Already  in  1993,  6  to  10  states  are  predicting  budget  problems  and  fourteen  states 
project  certain  or  potential  deficits  for  1994. 

In  1991  and  1992,  states  enacted  tax  increases  that  raised,  according  to  various 
estimates,  between  $16.7  and  $19.9  billion.    The  staggering  load  of  caseload 
growth  and  budget  shortfalls  plus  the  desire  to  avoid  further  tax  increases  combine 
to  create  enormous  pressures  on  the  states  to  cut  or  freeze  AFDC  benefit  levels  as 
one  of  several  budget  cutting  options. 

Family  Support  Act  &  JOBS 

Mr.  Chairman,  during  this  recession  states  remain  committed  to  the  Family  Support 
Act  and  its  landmark  Job  Opportunities  and  Basic  Skills  (JOBS)  Training  Program. 
There  is  an  enduring  commitment  to  self-sufficiency;  to  using  public  funds  for  a 
greater  public  good-to  try  to  assure  that  adult  welfare  recipients  and  children  born 
into  poverty  today  will  have  an  opportunity  to  become  productive  self-reliant 
citizens.    This  is  a  commitment  to  welfare  reform,  reform  well  underway  in  all  50 
states. 

Passage  of  the  1988  act  resulted  in  a  new  and  comprehensive  national  investment 
strategy  in  support  of  families  and  jobs-improved  child  support  services; 
comprehensive  education,  training,  and  employment  activities  through  the  JOBS 
program;  transitional  child  care  and  medical  care;  and  financial  assistance  to 
unemployed  two  parent  families  In  all  states.    The  law  is  on  the  books,  and  the 
states  are  implementing  the  law  with  a  strong  and  continuing  commitment  to  family 
self-sufficiency. 

The  implementation  of  the  1988  law  is  still  in  its  infancy.  Programs  were  phased  In 
starting  in  1990  and  the  act  did  not  require  statewide  coverage  until  this  past 
October.    Early  findings  from  a  study  of  California's  program  by  the  Manpower 
Demonstration  Research  Corporation  show  that  JOBS  is  having  a  positive  impact  on 
welfare  savings  and  employment  earnings.    This  is  occurring  in  spite  of  the 
recession  that  has  created  both  the  state  fiscal  crisis  and  the  unparalleled  growth  in 
AFDC  and  food  stamp  caseloads. 

States  are  struggling  to  meet  their  obligations.    State  spending  for  the  JOBS 
program  in  fiscal  1992  was  nearly  $400  million.  California  spent  nearly  $54  million 
for  the  GAIN  program.  Pennsylvania  invested  $12.4  million  in  JOBS  in  FY  92.     On 
average  slightly  more  than    500,000  individuals  are  participating  in  JOBS  nationally 
each  month. 

One  fundamental  ingredient  that  has  been  missing  in  the  JOBS  program,  because  of 
state  fiscal  constraints,  is  the  ability  to  serve  all  of  the  individuals  who  are  required 


59 


to  participate.    The  recession's  impact  on  caseload  growth  and  reduced  state  tax 
revenues  have  made  it  impossible  for  states  to  provide  a  high  enough  state  match 
for  the  JOBS  program  to  pull  down  the  full  federal  entitlement  available.  State 
investments  in  JOBS  and  the  resulting  participation  levels  would  both  be 
substantially  higher  had  the  recession  not  hit  so  hard  for  so  long.     We  therefore 
support  efforts  to  help  states  to  more  fully  utilize  the  $1  billion  in  federal  funds 
available  under  the  JOBS  program. 

State  spending  for   IV-A  child  care  totaled  over  $300  million  In  fiscal  92,  with 
California  spending  over  $18  million  and  Pennsylvania  spending  almost  $12  million. 
Fiscal  constraints  have  caused  states  such  as  California,  Massachusetts,  and  Illinois 
to  freeze  enrollments  or  establish  waiting  lists  for  JOBS  and  child  care.    These 
actions  have  resulted  in  lawsuits  in  all  three  states.    In  each  lawsuit  the  courts  have 
ruled  that  the  states  must  provide  child  care  even  if  the  individual  adult  is  not 
actually  enrolled  in  JOBS  but  is  involved  in  some  self-initiated  activity  such  as  post- 
secondary  education.    This  kind  of  judicial  requirement  puts  states  in  the  position  of 
cutting  other  services  to  meet  new  mandates. 

Welfare  Reform  --  1 993 

The  resurgence  over  the  past  year  of  the  public  policy  debate  on  the  need  to  reform 
this  nation's  welfare  system  is  in  some  respects  frustrating,  but  not  surprising.    It  is 
frustrating  because  some  in  the  press,  the  public,  and  even  policy  makers  seem  to 
have  lost  sight  of  the  fact  that  many  of  the  concerns  being  raised  today  about  the 
welfare  system-growing  dependency,  insufficient  individual  responsibility, 
inadequate  focus  on  work-are  the  identical  issues  that  were  raised  and  debated 
during  the  passage  of  the  Family  Support  Act  of  1988.    That  law,  as  you  know,  Mr. 
Chairman,  is  being  actively  implemented  today  by  all  the  states....  and  is  making 
progress. 

In  tandem  with  this  progress,  we  expect  the  public  debate  about  welfare  reform  to 
continue.    It  will  continue  on  at  least  two  fronts  at  the  state  and  national  level- 
public  and  political  pressure  to  reduce  welfare  costs  and  public  and  political 
pressure  for  policies  that  encourage  responsible  behavior  on  the  part  of  individual 
recipients. 

On  the  first  front,  Mr.  Chairman,  as  you  are  aware,  some  of  the  state  human 
service  agencies  we  represent  have  found  themselves  over  the  last  year 
implementing  policy  changes  to  cut  back  services  and  benefits,  primarily  in  the  state 
or  local  funded  general  assistance  program  but  also  in  some  cases  in  the  AFDC 
program.  These  are  not  easy  decisions  to  reach;  they  are  painful  decisions  to  effect. 
It  is  important  to  understand  the  context  within  which  these  actions  have  taken 
place— to  acknowledge  that  the  national  recession  has  been  a  major  contributing 
factor. 

The  second  impetus  for  policy  change  is  harder  to  capture  succinctly.  This  has  to 
do  with  a  prevailing  public  sentiment  that  welfare  policies  have  somehow  gotten  off 
track  and  do  not,  now,  reflect  strong  public  values  about  work  and  personal 
responsibility.  The  nation's  welfare  system  and  those  families  needing  public 
assistance  tend  to  be  viewed  as  deviating  from  American  norms.  Policy  changes  are 
proposed,  in  response  to  this  perception,  that  seek  to  bring  welfare  policy  back  into 
alignment  with  basic  Americans  values  like  work  and  responsibility. 

I  don't  think  anyone  here  would  quarrel  with  the  idea  that  work  is  better  than 
welfare,  that  individuals  are  responsible  for  themselves;  parents  are  responsible  for 
their  children.  The  majority  of  the  families  receiving  AFDC  benefits  share  these 
ideals,  wish  they  were  not  on  welfare;  they  value  work,  a  paycheck,  independence. 
The  public  debate  revolves  around  whether  and  how  best  to  promote  responsible 
decision-making  on  the  part  of  welfare  recipients. 
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What  we  do  know  Mr.  Chairman,  is  this:    in  large  measure  the  welfare  policy 
changes  to  modify  behavior  underway  in  states  such  as  New  Jersey  and  Wisconsin 
are,  in  purpose,  consistent  with  the  goals  and  intents  of  the  Family  Support  Act. 
They  seek  to  promote  individual  and  family  self-sufficiency.    They  seek  to  embody, 
as  the  JOBS  program  has  sought  to  do,  a  social  contract  between  the  welfare 
recipient  and  the  state  in  terms  of  mutual  obligations. 

Mr.  Chairman,  if  what  policy  makers  and  the  public  want  is  to  require  able-bodied 
individuals  to  participate  in  education,  training,  or  employment  as  a  condition  of 
eligibility,  there  is  now  a  national  policy  and  program  in  place  to  do  so-the  JOBS 
program.    Much  of  what  the  public  wants-as  reflected  in  surveys,  on  radio  talk 
shows,  in  political  debate-is  a  policy  already  in  place.    What  the  public  opinion 
pollsters  tell  me  is  that  virtually  no  one  knows  this  policy,  and  this  program,  exist. 
We  can  strengthen  that  program  now  as  we  prepare  for  the  next  major  steps  in 
welfare  reform. 

New  Initiatives 

Both  the  new  administration  and  members  of  the  new  Congress  are  proposing 
welfare  reform  strategies  including  time  limitations,  job  creation,  and  expanded 
support  for  needed  child  care.  President  Clinton  has  called  for  ending  welfare  as  we 
know  it;  and  making  welfare  a  "second  chance,  not  a  way  of  life."  Republican 
members  of  the  House,  including  Mr.  Santorum,  the  ranking  Republican  on  this 
subcommittee,  as  well  as  Mr.  Shaw  and  Mr.  Grandy  have  introduced  legislation 
designed  to  achieve  the  goals  President  Clinton  has  expressed.  ,  ,  - 

In  November  APWA  created  a  Task  Force  on  Self-Sufficiency  composed  of  10  state 
human  service  commissioners,  five  program  directors,  and  three  local 
administrators,  to  review  these  welfare  reform  proposals  and  related  child  support 
enforcement  and  assurance  proposals  and  to  develop  our  recommendations.  We 
have  held  three  2-day  meetings  to  date,  and  we  meet  again  next  weekend.  We 
hope  to  have  our  initial  recommendations  completed  by  late  spring  or  early  summer. 
In  addition,  three  human  service  commissioners  from  our  task  force  are  members  of 
the  newly  created  State  Officials  Advisory  Committee  on  Welfare  Reform  that 
includes  five  governors  and  two  state  legislators. 

While  our  work  is  still  in  progress,  we  have  reached  some  conclusions  about 
changes  that  can  and  should  be  made  now  as  we  work  on  developing,  debating, 
enacting,  and  implementing  more  wide-reaching  welfare  reform  proposals.    We 
support  passage  of  legislation  now  to  help  states  access  all  the  federal  matching 
funds  currently  available  or  the  JOBS  program,  and  reduce  counter-productive  road 
blocks  to  self-sufficiency  like  the  20  hour  rule  in  the  JOBS  program,  and  the 
unrealistic  participation  rates  in  the  Unemployed  Parent  program.    We  also  support 
efforts  to  encourage  thoughtful  state  experimentation  in  welfare  policy. 

We  are  encouraged  by  the  new  administration's  efforts  to  streamline  and  expedite 
the  waiver  review  and  approval  process  under  section  1 1 15  of  the  Social  Security 
Act. 

As  stated  earlier,  passage  of  the  Family  Support  Act  marked  this  nation's  first 
commitment  to  a  comprehensive  national  investment  strategy  in  family  self- 
sufficiency.    Subsequent  passage  of  federal  legislation  expanding  the  Earned  Income 
Credit  and  child  care  services  to  low-income  families  have  provided  needed 
additional  economic  resources  and  the  incentive  to  achieve  and  maintain  self- 
sufficiency.    We  can  continue  our  commitment  to  comprehensive  welfare  reform  by 
addressing  the  need  for  a  national  health  care  policy,  and  strengthened  child 
support  enforcement,  the  overall  inadequacy  of  current  welfare  benefits  and  the 
need  to  further  strengthen  the  Earned  Income  Tax  Credit. 
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Given  the  current  political  and  economic  environment  there  may  not  be  much 
support  for  addressing  the  inadequacies  of  AFDC,  but  we  must  find  a  way  to  create 
a  rational  system  of  benefits  for  poor  children  that  would  reflect  real  living  costs-- 
unlike  our  current  system  which  has  allowed  the  value  of  AFDC  benefits  to  decline 
by  42  percent  over  the  past  21  years  --  and  by  a  net  20%  even  after  the  value  of 
food  stamps  is  added.    Similarly,  we  must  find  a  way  to  reach  consensus  on  a 
health  care  policy  that  does  not  require  a  poor  or  working  class  mother  to  apply  for 
AFDC  in  order  to  receive  health  care  for  her  children  and  herself. 

In  closing,  Mr.  Chairman,  as  has  been  stated  by  APWA  in  previous  testimony  before 
Congress:    although  welfare  reform  is  well  underway  in  the  states,  no  one  knows 
it's  out  there.    We  clearly  need  to  do  a  better  job  of  telling  the  story,  funding  the 
JOBS  programs,  and  providing  new  or  strengthened  health  care  coverage,  job 
opportunities,  child  care,  child  support  enforcement,  and  earned  income  tax  credits. 
I  urge  you  to  continue  to  work  with  your  colleagues  and  with  us,  to  find  ways  to 
enable  states  to  continue  to  pursue  and  build  upon  the  vision  of  the  Family  Support 
Act  as  we  move  into  the  next  phase  of  welfare  reform. 

Thank  you  for  the  opportunity  to  testify  today.    I  would  be  happy  to  answer  any 
questions. 
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Acting  Chairman  Matsui.  Ms.  Lav. 

STATEMENT  OF  IRIS  J.  LAV,  DIRECTOR  OF  STATE  AND  LOCAL 
PROGRAMS,  CENTER  ON  BUDGET  AND  POLICY  PRIORITIES 

Ms.  Lav.  Thank  you,  Mr.  Chairman. 

As  you  have  already  heard,  in  1992  many  States  faced  the  third 
consecutive  year  of  severe  fiscal  distress.  Recently  our  center — the 
Center  on  Budget  and  Policy  Priorities — and  the  Center  for  the 
Study  of  the  States  in  Albany,  N.Y.,  jointly  released  a  report  exam- 
ining how  State  budget  decisions  made  in  1992  in  the  midst  of  this 
fiscal  crisis  affected  poor  families  and  individuals,  the  report  is 
called  The  States  and  the  Poor. 

We  found  that  actions  taken  in  1992  significantly  weakened  the 
Federal-State  safety  net.  In  1992,  six  States  cut  their  basic  AFDC 
benefit  levels  below  their  previous  year's  amount.  In  California  and 
Maryland,  benefits'  were  cut  in  each  of  the  last  2  years,  shrinking 
the  benefits  purchasing  power  16  percent  in  each  State. 

South  Carolina's  grant  level,  already  one  of  the  lowest  in  the 
country,  fell  to  just  21  percent  of  the  poverty  line,  and  benefits 
were  cut  in  Nevada,  Vermont  and  Oklahoma  as  well.  An  additional 
38  States  froze  AFDC  benefits.  In  these  States,  the  benefits  will 
lose  more  ground  to  inflation,  continuing  the  trend  described  by 
the  last  panel. 

Of  the  27  States  that  provide  State  supplemental  SSI  benefits, 
nine  States  leduced  the  maximum  State  benefit  and  17  States  froze 
those  benefits.  In  only  one  State  did  State  SSI  supplemental  bene- 
fits keep  pace  with  inflation. 

Specific  cuts  and  other  program  changes  are  further  described  in 
my  written  testimony  and  in  the  report,  which  we  would  be  happy 
to  make  available  to  you. 

In  the  remainder  of  the  time  I  want  to  address  the  concerns  we 
have  about  the  quality  of  the  safety  net  that  relies  on  the  ability 
and  willingness  of  States  to  fund  it  during  adverse  economic  condi- 
tions. 

The  States'  fiscal  distress  was  undeniably  deep  over  the  past  few 
years.  The  recession  and  the  slow  recovery  has  both  depressed  reve- 
nues and  increased  the  needs  for  services  in  a  number  of  States.  In 
addition,  the  recession  hit  States  at  a  time  of  fiscal  vulnerability, 
due  to  structural  problems  in  their  revenue  systems,  pressures 
from  declines  in  Federal  aid,  added  program  responsibility,  and  in- 
creasing costs  in  areas  such  as  health  care  and  corrections. 

In  these  circumstances,  I  am  afraid  some  longstanding  inhibi- 
tions against  cutting  the  programs  that  support  the  poor  may  have 
loosened.  We  see  there  may  be  a  new  trend:  making  the  poor  pay 
for  their  own  safety  net.  For  example,  expenditures  in  the  AFDC 
program  grew  by  an  estimated  17  percent  over  the  3  years  ending 
in  July  1992,  while  caseloads  grew  by  29  percent.  That  is  an  esti- 
mate. It  may  be  slightly  more  than  that  on  the  expenditure 
growth,  but  it  is  unlikely  that  expenditure  growth  was  not  as  great 
as  caseload  growth.  In  other  words,  less  adequate  benefits  were 
spread  over  a  larger  number  of  recipients  who  qualified  for  them, 
rather  than  States  meeting  the  increased  needs  with  additional  re- 
sources. This  begins  to  defeat  the  idea  of  a  safety  net. 
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It  is  important  to  note  that  as  dramatic  as  this  AFDC  caseload  is, 
it  is  not  in  itself  a  significant  cause  of  the  State  fiscal  crisis.  AFDC 
and  other  income  assistance  programs  account  for  a  small  share  of 
State  budgets,  so  increases  are  not  that  major  in  the  global  picture 
of  budget  growth. 

For  example,  if  AFDC  costs  had  increased  29  percent  from  1989 
through  1992  instead  of  the  estimated  17  percent,  that  is,  if  case- 
load growth  had  been  fully  funded,  the  incremental  cost  to  State 
budgets  in  fiscal  year  1992  would  have  been  about  $850  million. 
This  can  be  compared  to  the  estimated  $20  to  $30  billion  in  deficits 
that  States  faced  during  1992.  It  is  just  a  small  share. 

The  experience  in  the  last  few  years  may  hold  implications  for 
Federal  policies  in  three  areas  I  would  like  to  address:  countercycli- 
cal programs  during  economic  downturns,  welfare  reform,  and 
more  immediate  Federal  budget  actions. 

As  you  have  heard,  States  are  not  equipped  to  provide  countercy- 
clical programs.  Forty-nine  States  are  required  to  balance  their 
budgets  annually  or  biannually.  States  did  not  get  the  help  they 
needed  in  maintaining  program  levels  during  the  last  recession.  So 
perhaps  now  is  the  time  to  consider  and  put  in  place  some  auto- 
matic mechanism  to  address  this  problem,  such  as  an  enhanced 
matching  formula  for  certain  programs,  JOBS  or  AFDC,  that  kicks 
in  during  recessions  and  is  targeted  in  accordance  with  State  eco- 
nomic conditions. 

Second,  many  aspects  of  the  welfare  system  are  likely  to  be  reth- 
ought over  the  next  couple  of  years,  as  you  grapple  with  the  wel- 
fare reform  as  discussed  and  promised  by  President  Clinton. 

This  process  and  its  outcome  needs  to  be  very  sensitive  to  the 
balance  of  Federal  and  State  responsibilities.  If  welfare  reform  puts 
increased  responsibilities  on  the  States  for  funding  the  program, 
States  will  have  difficulty  accommodating  those  costs  and  they  may 
try,  as  they  have  recently  done,  to  finance  increased  costs  through 
reductions  in  other  portions  of  the  safety  net. 

In  addition,  because  the  property  and  sales  tax  on  which  States 
and  localities  rely  for  about  half  of  their  revenues  are  regressive  in 
nature,  any  tax  increases  they  would  enact  to  accommodate  addi- 
tional program  responsibility  are  likely  to  fall  on  one  of  the  groups 
that  welfare  reform  is  trying  to  assist,  the  working  poor. 

Finally,  I  would  like  to  comment  on  one  group  of  proposals  in 
President  Clinton's  budget.  While  emphasizing  first  that  the  effect 
of  the  budget  overall  on  poor  families  and  individuals  is  distinctly 
positive,  I  would  like  to  call  your  attention  to  two  specific  items. 

One  is  the  proposal  to  reduce  the  Federal  matching  rate  for  cer- 
tain administrative  costs  that  States  bear  in  the  Medicaid,  AFDC 
and  Food  Stamp  programs.  These  provisions  shift  about  $600  mil- 
lion in  cost  to  the  States.  And  the  changes  proposed  would  be  effec- 
tive on  April  1,  1994,  in  the  middle  of  most  States'  1994  fiscal  year. 
Yet,  it  would  not  probably  be  enacted  until  the  time  that  most 
States  have  completed  work  on  their  1994  budgets. 

If  States  have  to  offset  these  costs  within  their  public  assistance 
budgets,  the  results  may  well  be  cuts  in  some  safety  net  benefits. 

Also,  the  budget  contains  a  provision  requiring  States  to  start 
paying  a  fee  to  the  Federal  Government  for  administering  SSI  sup- 
plements. This  revokes  the  design  that  was  originally  intended  to 
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encourage  States  to  provide  those  benefits.  In  some  of  the  18  States 
that  would  be  affected,  the  States  could  reduce  SSI  supplements  by 
up  to  $5  per  month  to  try  to  recover  the  costs  of  this  $200  million 
item. 

To  summarize,  the  quality  of  the  safety  net  and  the  income  secu- 
rity of  the  poorest  households  in  the  country  seems  to  be  ever  more 
dependent  on  what  States  can  fund,  and  so  we  would  ask  you  to  be 
sensitive  to  this  as  you  consider  future  proposals. 

Thank  you. 

Acting  Chairman  Matsui.  Thank  you,  Ms.  Lav. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  IRIS  J.  LAV 
Director  of  State  and  Local  Programs 
Center  on  Budget  and  Policy  Priorities 

Mr.  Chairman  and  members  of  the  Subcommittee,  my  name  is  Iris  Lav.   I  am 
Director  of  State  and  Local  Programs  at  the  Center  on  Budget  and  Policy  Priorities, 
which  is  a  non-profit,  tax-exempt  organization  located  in  Washington,  DC  that 
studies  government  spending  and  the  programs  and  public  policy  issues  that  have  an 
impact  on  low-income  Americans.   I  thank  you  for  the  opportimity  to  testify  today. 

In  1992  many  states  faced  a  third  consecutive  year  of  severe  fiscal  distress. 
Legislators  and  governors  faced  their  toughest  fiscal  dilemmas  since  the  recessions  of 
the  early  1980s.   According  to  an  October  1992  survey  by  the  National  Governors' 
Association,  35  states  that  had  enacted  balanced  budgets  faced  a  deficit  during  fiscal 
year  1992  because  revenues  lagged  behind  projections,  expenditures  were  higher  than 
projections,  or  both.  These  states,  many  of  which  had  reduced  spending  or  raised 
taxes  in  their  initial  budgets,  made  substantial  mid-year  spending  cuts  to  restore  their 
budgets  to  balance.   In  addition,  in  preparing  their  fiscal  year  1993  budgets,  the 
majority  of  states  faced  gaps  between  needed  spending  and  available  revenues. 
While  precise  measurement  of  the  size  of  the  deficits  states  faced  is  not  possible  for  a 
variety  of  reasons,  it  is  likely  that  the  aggregate  state  deficits  that  had  to  be  closed  for 
fiscal  year  1993  budgets  were  in  the  range  of  $20  billion  to  $30  billion. 

Recently,  our  Center,  and  the  Center  for  the  Study  of  the  States  in  Albany, 
New  York,  jointly  released  a  study  examining  how  the  state  budget  decisions  made 
in  1992  in  the  midst  of  this  fiscal  crisis  are  affecting  poor  families  and  individuals: 
The  States  and  the  Poor:  How  budget  Decisions  Affected  Low  Income  People  in  1992.   This 
is  the  second  such  study;  a  httle  over  a  year  ago,  Robert  Greenstein  and  Steve  Gold 
testified  before  this  committee  on  the  striking  extent  to  which  state  budget  actions  in 

1991  affected  the  poor.   I  am  sorry  to  report  to  you  today  that  the  actions  taken  in 

1992  compete  with  those  taken  in  the  previous  year  in  their  harshness  and  in  the 
extent  to  which  they  weakened  the  federal/state  safety  net.   The  cuts  fall  particularly 
heavily  on  the  poorest  households  —  those  with  little  or  no  income  other  than 
government  aid. 


AFDC  Benefit  Changes 

As  you  know,  at  the  start  of  1992  the  AFDC  system  already  was  providing 
substantially  less  support  than  in  the  past.   Data  compiled  by  the  Congressional 
Research  Service  show  that  from  1970  to  January  1992,  the  maximum  AFDC  benefit 
for  a  family  of  three  with  no  other  income  declined  43  percent  in  the  typical  state, 
after  adjusting  for  inflation.   This  reflected  a  benefit  loss  of  $279  a  month,  or  more 
than  $3,300  on  an  annual  basis,  as  measured  in  1992  dollars. 

•  As  a  result  of  actions  taken  in  1992,  basic  AFDC  benefits  for  state  fiscal 

year  1993  were  frozen  or  reduced  —  and  thus  fell  in  purchasing  power 
—  in  44  states.   This  reduction  in  benefits  follows  freezes  or  cuts  in  basic 
AFDC  benefits  in  40  states  for  fiscal  year  1992.   Six  of  these  states  cut 
basic  benefits  for  fiscal  year  1993  below  the  previous  year's  level;  in 
several  states,  the  benefit  cuts  came  on  top  of  benefit  reductions 
instituted  in  1991. 

In  California  and  Maryland,  benefits  were  cut  in  each  of  the  last  two  years;  in 
both  states,  the  purchasing  power  of  AFDC  benefits  has  shnmk  16  percent  over  this 
period.   In  addition.  South  Carolina's  grant  level  —  already  one  of  the  lowest  in  the 
country  —  was  reduced  five  percent  for  a  family  of  three,  falling  to  $200  or  just 
21  percent  of  the  poverty  line.   Benefits  were  cut  in  Nevada,  Vermont,  and  Oklahoma 
as  well. 
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An  additional  38  states  froze  AFOC  benefits.   In  these  states,  the  benefits  will 
lose  further  ground  to  inflation. 

Benefit  cuts  this  severe  are  unprecedented  in  recent  years,  even  during  times 
of  recession  and  fiscal  stress.   From  1981  to  1990,  an  average  of  25  states  per  year 
either  cut  or  froze  basic  benefits.   In  1991  40  states  acted  in  this  manner.  In  1992,  the 
number  of  states  cutting  or  freezing  benefits  was  44.   On  the  other  hand,  during  the 
1981  to  1990  period,  an  average  of  26  states  per  year  raised  AFDC  benefits,  although 
often  by  too  Uttle  to  keep  pace  with  inflation.   In  1992,  only  seven  states  raised  basic 
AFDC  benefits,  and  in  1991  only  eleven  states  did  so.   Even  during  the  period  from 
November  1981  to  January  1983  —  during  a  deeper  recession  than  the  current 
downtvirn  —  only  one  state  cut  benefits,  while  25  states  raised  them.' 

In  addition  to  the  changes  in  basic  benefits  enacted  in  1992,  several  states 
changed  the  way  in  which  benefits  are  calculated  for  families  with  earnings  or  other 
income. 

•  Four  states  improved  somewhat  the  amount  of  AFDC  benefit  that  can 
continue  to  be  received  when  a  family  has  earnings  or  other  income. 
Montana  and  South  Dakota  instituted  fill-the-gap  budgeting,  Califorrvia 
increased  its  standard-of-need  (but  only  by  1.3  percent  or  less  than  the 
rate  of  inflation),  and  Michigan,  in  a  nearly  state-wide  demonstration 
program,  allowed  the  first  $200  plus  20  percent  of  remairung  earnings  to 
be  disregarded  in  calculating  AFDC  benefits. 

•  In  two  states,  however,  some  working  poor  families  will  lose  AFDC 
benefits.   Maine  reduced  its  standard  of  need  by  $20  per  month. 
Louisiana  initiated  a  program  of  cash  assistance  for  child  care  costs  to 
replace  a  deduction  from  gross  income  for  child  care  expenses.   For 
Louisiana  families  whose  total  deductions  exceeded  their  eanungs,  the 
result  is  a  benefit  increase.   Some  other  families,  however,  have  lost 
eligibility  for  AFDC  as  a  result  of  this  change.   Because  of  the  change  in 
policy,  some  working  poor  families  in  Louisiana  will  be  better  off  if  they 
quit  work  and  rely  entirely  on  welfare. 

•  In  addition,  some  families  with  earnings  or  other  income  will  lose 
AFDC  eligibility  in  three  of  the  states  that  cut  their  maximum  basic 
benefit  in  1992  —  Maryland,  Nevada,  and  Vermont.   These  three  states 
use  the  standard  benefit  calculation,  without  fill-the-gap  budgeting,  so  a 
reduction  in  maximum  benefits  also  lowers  the  income  limits  used  in 
the  program  and  thereby  shrinks  eligibility  for  AFDC. 


Administrative  Problems 

State  fiscal  problems  also  affected  the  staff  available  to  admiruster  AFDC  and 
General  assistance  programs.   Staff  shortages  can  lead  to  delays  in  processing 
applications  and  providing  benefits  to  destitute  families.   Staff  shortages  can  also  lead 
to  delays  in  adjusting  a  family's  grant  level  when  a  change  in  income  or  household 
composition  occurs  —  such  as  the  birth  of  a  new  baby,  the  loss  of  a  job,  or  the 
beginning  of  employment  —  and  to  delays  in  entering  a  change  of  address  so  a 
family  can  continue  receiving  its  check  after  moving. 


It  should  be  noted  that  federal  cuts  in  the  AFDC  program  reduced  ttie  national  caseload  by  over 
400,000  cases  and  cut  benefits  for  an  additional  299,000  families  in  late  1981  and  early  1982.  This 
lowered  the  costs  that  states  otherwise  would  have  faced  from  rising  caseloads  and  may  have 
reduced  pressures  on  states  to  cut  benefits  further. 
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In  our  survey,  44  states  reported  an  increase  in  AFDC  caseloads  during  fiscal 
year  1992  and  the  first  part  of  fiscal  year  1993.  Nineteen  states  reported  caseload 
increases  for  general  assistance  as  well.   At  the  same  time,  only  eight  states  had  hired 
more  staff  to  acconunodate  the  increased  caseloads,  while  22  states  experienced  staff 
decreases.   Some  31  states  reported  having  difficulty  managing  their  caseload 
increases.   In  these  states,  delays  in  processing  claims  have  been  reported  either  by 
state  officials  or  by  advocates  for  low-income  households.   Our  survey  responses 
indicate  that  legal  actions  relating  to  problems  in  the  administration  of  AFDC  are 
pending  in  16  states. 

Significant  delays  in  the  processing  of  claims  and  status  changes  can  also  lead 
to  increases  in  AFDC  error  rates,  which  can  expose  states  to  monetary  sanctions  by 
the  federal  government.   Actual  or  anticipated  error  rate  increases  have  been  reported 
in  16  states. 


The  JOBS  Program 

The  study  also  collected  some  information  on  changes  to  the  JOBS  program.  I 
should  note,  however,  that  data  on  the  JOBS  program  was  more  difficult  to  survey 
and  verify  than  was  data  on  benefit  programs.   We  were  unable  to  get  any 
information  from  three  states,  and  are  less  certain  of  the  quality  of  the  data  in  some 
of  the  others.  Nevertheless,  some  findings  on  changes  in  JOBS  funding  and  programs 
was  included  as  an  appendix  to  the  study,  and  bear  discussing  today. 

The  federal  requirement  that  states  must  enroll  in  their  JOBS  program  at  least 
11  percent  of  their  AFDC  families  not  exempt  from  work  requirements  (up  from 
seven  percent  in  fiscal  year  1991),  coupled  with  rising  caseloads,  has  made  it 
necessary  for  states  to  significantly  boost  enrollment  in  JOBS  at  the  same  time  that 
they  were  fadng  this  major  fiscal  crisis.   In  addition,  a  federal  requirement  that  every 
state  implement  the  JOBS  program  statewide  took  effect  on  October  1,  1992. 

To  meet  these  requirements,  most  states  had  to  expand  their  JOBS  program  for 
fiscal  year  1993.   Some  34  states  increased  funding  for  their  JOBS  program;  37  states 
expect  to  serve  more  participants  than  last  year.   On  the  other  hand,  seven  states 
reduced  JOBS  funding  while  seven  froze  it. 

All  of  the  states  that  reduced  funding,  as  well  as  several  that  provided  little  or 
no  increase  in  funding,  reported  that  they  expect  to  serve  more  people  through  the 
JOBS  program  in  1993  than  in  1992.   It  is  likely  these  states  will  provide  less  intensive 
services  to  raise  participation  without  increasing  expenditures.  This  may  reduce  the 
effectiveness  of  their  programs.   For  example,  some  states  have  focused  JOBS 
spending  more  heavily  on  job  search  activities,  including  resume  preparation, 
counseling  on  proper  attire  for  interviews,  and  help  in  locating  available 
employment.   But  because  these  less  expensive  services  do  not  enhance  recipients' 
skills,  they  are  unlikely  to  increase  the  employment  rates  or  earnings  of  those 
recipients  who  have  the  least  skills  and  greatest  barriers  to  employment. 

The  seven  states  that  reported  reduced  funding  for  the  JOBS  program  in  fiscal 
year  1993  are  Alaska,  Delaware,  Illinois,  Louisiana,  Maryland,  Utah,  and  Wyoming. 
In  response  to  our  survey,  a  few  of  these  states  provided  examples  of  how  they  are 
moving  to  less  costly  services  to  accommodate  increased  numbers  of  participants 
with  reduced  funding.   Illinois,  for  example,  reduced  the  availability  of  JOBS  services 
for  people  requiring  child  care.  It  also  cut  education  and  training  services  while 
increasing  job  search  services.  Wyoming  restricted  the  amount  of  time  a  JOBS 
participant  may  be  in  school. 
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Other  Income  Assistance  Programs  — 

The  States  and  the  Poor  chronicled  state  cuts  in  other  income  assistance 
programs  as  well.   In  fact,  cuts  in  the  state,  or  state  and  local,  funded  general 
assistance  programs  were  among  the  most  damaging  for  the  second  consecutive  year. 
Cuts  in  state  SSI  benefits  were  deep  and  unprecedented  in  recent  times. 

•  General  assistance  benefits  were  reduced  or  eliminated  in  eight  states  in 
1992.   These  cuts  came  on  top  of  the  reduction  or  elimination  of  general 
assistance  benefits  in  14  states  in  1991.   Over  the  two-year  period, 
general  assistance  reductions  affected  more  than  half  a  million  recipients 
in  17  of  the  28  states  with  statewide  general  assistance  programs  at  the 
start  of  1991. 

General  assistance  is  the  program  of  last  resort  for  poor  people  who  fall 
through  the  cracks  of  the  federally  funded  safety  net.   Studies  suggest  that  most 
people  who  lose  general  assistance  eligibility  are  unlikely  to  find  employment  and  are 
at  high  risk  of  becoming  homeless. 

•  Of  the  27  states  that  provide  supplemental  benefits  to  poor  elderly  and 
disabled  recipients  of  the  Supplemental  Security  Income  program,  nine 
states  reduced  their  maximum  state  benefit  and  17  states  froze  their 
benefits  in  1992.   In  only  one  state  did  benefits  keep  pace  with  inflation. 
SSI  supplements  in  California  were  cut  17  percent  for  elderly 
individuals  and  12  percent  for  elderly  couples  in  1992.   Wyoming  cut  its 
SSI  supplement  in  half.  The  Connecticut  SSI  supplement,  which  has 
been  reduced  every  year  since  1988,  was  reduced  another  four  percent 
in  1992. 

While  benefit  freezes  in  SSI  supplemental  benefits  have  been  common,  actual 
benefit  reductions  were  rare  before  1990.   That  pattern  changed  in  1990,  however,  as 
five  states  cut  their  SSI  benefits.   Four  states  cut  the  supplements  in  1991.   In  1992, 
the  number  of  states  cutting  their  SSI  supplements  jumped  to  nine. 


Impact  of  State  Fiscal  Distress  in  Fimding  for  Income  Security  Programs 

These  cuts  raise  several  concerns  about  the  quality  of  a  safety  net  that  relies  on 
the  ability  and  willingness  of  states  to  fund  it  during  adverse  economic  conditions. 

The  states'  fiscal  distress  was  undeniably  deep  over  the  past  few  years.  The 
1990-91  recession,  and  the  subsequent  slow  recovery,  has  both  depressed  revenue  and 
increased  the  need  for  services  in  a  number  of  states.   In  addition,  the  recession  hit 
states  at  a  time  of  fiscal  vulnerability.   Structural  problems  had  been  growing  in 
many  state  revenue  systems  over  the  1980s,  as  states  have  failed  to  update  their 
systems  to  make  them  responsive  to  new  patterns  of  income  distribution, 
consumption,  and  business  organization.   In  many  states,  revenue  growth  lags  behind 
economic  growth.   Revenue  growth  was  particularly  anemic  in  the  first  post-recession 
state  fiscal  year;  in  fiscal  year  1992,  state  revenue  growth  —  other  than  growth  due  to 
legislated  tax  increases  —  was  2.2  percent,  or  below  the  rate  of  inflation.   In  addition, 
state  budgets  have  been  under  pressure  from  declines  in  federal  aid,  added  program 
responsibilities,  and  increasing  costs  in  areas  such  as  health  care  and  corrections. 

Greater  Willingness  to  Cut  Income  Support  Programs 

As  states  face  a  new  vulnerability  to  economic  distress,  they  seem  to  have  lost 
some  long-standing  inhibitions  against  cutting  into  programs  that  support  the  poor. 
This  is  a  relatively  new  development;  the  poor  seemed  to  have  born  less  of  the  brunt 
of  earlier  recessions.   As  I  have  already  mentioned,  from  November  1981  to  January 
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1983  —  during  a  deeper  recession  than  the  recent  downtvirn  —  only  one  state  cut 
AFDC  benefits,  while  25  states  raised  them.   Similarly,  between  July  1980  and 
January  1983,  eight  states  raised  their  SSI  supplements  and  only  three  states  cut  them. 


Absorbing  Caseload  Increases  by  Reducing  Benefits 

Another  new  trend  may  have  developed  during  the  recent  recession  —  making 
the  poor  pay  for  their  own  safety  net.   As  the  AFDC  caseload  (and  other 
automatically  countercyclical  state  expenditures)  increased,  there  appeared  to  be  an 
attempt  to  absorb  the  increase  in  usage  of  income  support  programs  within  the  cost 
of  those  programs.   Other  resources  typically  were  not  brought  to  bear  to  cover  the 
increased  cost. 

The  trend  of  making  the  poor  pay  for  their  own  safety  net  can  be  illustrated  by 
comparing  caseload  growth  in  AFDC  with  the  growth  in  state  expenditure  on  the 
program.   The  AFDC  caseload  in  the  50  states  grew  by  29  percent  from  July  1989  to 
July  1992.   In  state  fiscal  year  1991  (ending  in  most  states  in  June  1991),  state 
expenditures  for  AFDC  were  12  percent  higher  than  they  were  in  fiscal  year  1989. 
Preliminary  indications  are  that  AFDC  expenditures  grew  by  another  four  to  five 
percent  in  fiscal  year  1992.   (The  authoritative  source  for  such  data,  the  National 
Association  of  State  Budget  Officers,  has  not  yet  completed  its  analysis  for  fiscal  year 
1992.)   It  thus  may  be  estimated  that  expenditures  on  the  AFDC  program  grew  by 
perhaps  17  percent  while  caseloads  grew  by  29  percent  over  the  three  years  ending  in 
July  1992.   In  other  words,  ever  less  adequate  benefits  were  spread  over  the  larger 
number  of  recipients  who  qualified  for  them.   This  defeats  the  idea  of  a  safety  net,  as 
well  as  the  theory  that  certain  types  of  govenunent  expenditures  provide  an 
automatic  countercyclical  stimulus  to  the  economy. 


The  Role  of  Caseload  Growth  in  State  Fiscal  Problems 

The  growth  in  AFDC  caseloads  is  not  itself  a  significant  cause  of  state  fiscal 
stress.   AFDC  and  other  income  assistance  programs  account  for  a  small  share  of 
state  budgets.  If  states  had  allowed  expenditure  growth  to  parallel  caseload  growth, 
the  additional  expenditures  would  not  have  been  a  major  portion  of  the  state  deficits. 
While  Medicaid  and  other  health  care  cost  growth  has  contributed  to  state  fiscal 
stress,  it  appears  that  the  portion  of  that  cost  growth  that  is  attributed  to  increased 
AFDC  caseloads  may  be  small. 

Income  Assistance  Absorbs  Small  Share  of  Budgets 

The  cost  of  AFDC  and  other  income  assistance  programs  remains  a  modest 
portion  of  the  budget  in  most  states.   Data  from  the  National  Association  of  State 
Budget  Officers  show  that  in  fiscal  year  1991,  spending  on  all  cash  assistance 
programs  for  the  poor  absorbed  only  3.5  percent  of  states'  own-source  revenues, 
down  from  4.1  percent  in  1986.   (Unfortunately,  as  noted  above,  more  recent  data  are 
not  available.)  The  limited  role  that  AFDC,  general  assistance,  and  SSI  costs  play  in 
state  budgets  means  that  even  large  rates  of  increase  do  not  necessarily  break  the 
bank.   For  example,  if  AFEXZ  costs  had  increased  29  percent  from  1989  through  1992 
instead  of  the  estimated  17  percent,  the  incremental  cost  to  state  budgets  in  fiscal  year 
1992  would  have  been  about  $850  million.  This  can  be  compared  to  the  estimated 
$20  billion  to  $30  billion  in  deficits  that  states  faced  during  1992. 

Caseload  Growth  Not  Responsible  for  Medicaid  Cost  Growth 

Increased  AFDC  caseloads,  of  course,  mean  increased  numbers  of  persons 
eligible  for  Medicaid  —  which  absorbs  a  much  larger  share  of  state  budgets  than 
does  cash  assistance.   Medicaid  accounted  for  7.5  percent  of  states'  expenditures  from 
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own-source  revenues  in  fiscal  year  1991  and  has  undoubtedly  increased  its  share 
since  then.   Even  so,  the  portion  of  Medicaid  cost  increases  that  is  attributable  to 
additional  AFDC  caseloads  is  small  and  not  a  major  culprit  in  either  the  health  care 
cost  explosion  or  in  state  fiscal  stress.   A  recent  study  by  the  Kaiser  Commission  on 
the  Future  of  Medicaid,  which  looked  at  the  causes  of  Medicaid  expenditure  growth 
from  1988  to  1991,  found  that  enrollment  growth  accounted  for  34  percent  of  the 
Medicaid  expenditure  increase  during  that  period.   But  within  the  category  of 
enrollment  growth,  11  percent  of  the  total  growth  was  due  to  increased  coverage  of 
pregnant  women  and  children,  19  percent  was  due  to  growth  in  the  numbers  of 
elderly  and  disabled  persons  receiving  Medicaid  benefits,  and  only  four  percent  was 
traced  to  increased  enrollment  of  low-income  families,  reflecting,  in  part,  the  effects 
of  the  recession. 

Alternatives  to  Cutting  Benefits  Were  Underutilized 

States  had  other  choices  for  solving  their  fiscal  crises  than  to  cut  programs  for 
the  poor.   Few  states  chose  to  increase  taxes  in  1992,  wdth  the  result  that  deep 
reductions  in  programs  were  needed.   In  the  nine  states  that  did  raise  significant 
amounts  of  tax  revenue,  however,  most  of  the  increases  were  regressive,  hitting  low- 
and  moderate-income  people  harder  than  those  with  higher  incomes.   States  did 
enact  significant  tax  increases  in  1991,  but  few  states  addressed  their  structural 
revenue  problems  in  either  year.   Indeed,  many  states  exacerbated  structural 
problems  by  enacting  increases  in  taxes  that  were  excessively  regressive  or  that  relied 
on  revenue  sources  that  will  not  grow  with  the  economy. 

The  fact  is  that  a  number  of  governors  and  legislatiores  cut  income  support 
programs  for  the  poor  deeply  and  harshly  despite  the  small  proportion  of  their 
budgets  such  programs  absorb  and  despite  the  availability  of  other  choices  of 
spending  cuts  or  revenue  increases.   The  poor  became  hostage  to  concepts  such  as 
"equal  sacrifice,"  in  which  AFDC  and  other  programs  for  the  poor  absorbed 
percentage  reductions  similar  to  those  applied  to  other  government  spending.    But 
the  sacrifices  were  far  from  equal.   In  states  where  AFDC  or  other  assistance  cuts 
reduced  the  income  level  of  recipients  by  four  or  five  percent,  for  example,  it  is  quite 
unlikely  that  any  other  budget  cut  or  tax  increase  reduced  households'  income  by 
that  much.  •■.,,: 

The  cuts  that  were  made  in  programs  for  the  poor  in  1991  and  1992  raise 
troubling  questions  about  the  future  of  a  safety  net  that  depends  on  spending  by 
states  that  must  balance  their  budgets,  even  during  a  recession.   Having  seen  these 
trends  develop  over  the  past  two  years,  this  may  be  a  good  time  to  rethink  some 
aspects  of  this  issue. 


Implications  of  State  Actions  for  Federal  Policies 

The  experience  of  the  last  few  years  may  hold  implications  for  federal  policies 
in  three  areas:   countercyclical  programs  during  economic  downturns,  welfare  reform, 
and  more  immediate  federal  budget  actions. 

Countercyclical  Programs  .-•.. 

States  are  not  equipped  to  provide  countercyclical  programs.   Forty-nine  states 
are  required  to  balance  their  budgets  on  an  annual  or  biannual  basis.   When 
additional  spending  must  suddenly  be  accommodated,  they  must  raise  taxes  or  cut 
some  other  type  of  spending.   When  the  additional  spending  needs  come  at  a  time 
when  a  weak  economy  has  depressed  state  revenues,  accommodating  that  spending 
becomes  even  more  difficult.   States  need  help  in  maintaining  program  levels  during 
recessions  —  help  they  did  not  get  in  this  last  recession.   Perhaps  now  is  the  time  to 
consider  and  put  in  place  some  automatic  mechanism  to  address  this  problem.   Such 
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a  mechanism  could  target  federal  aid  to  states  that  are  having  difficulty  maintaining 
benefits  in  the  face  of  caseload  increases  driven  by  a  downtvirn  in  national  economic 
conditions.  This  could  take  the  form  of  an  enhanced  matching  formula  for  certain 
programs  such  as  JOBS  or  AFDC  that  kicks  in  during  recessions  and  is  targeted  in 
accordance  with  state  economic  conditions. 

Welfare  Reform 

Many  aspects  of  the  welfare  system  are  likely  to  be  rethought  over  the  course 
of  this  next  year,  as  the  Administration  and  Congress  grapple  with  major  welfare 
reform  as  promised  by  President  CUnton.  The  experience  of  the  past  few  years  in  the 
states  suggests  that  this  process  and  its  outcome  needs  to  be  sensitive  to  the  balance 
of  federal  and  state  responsibilities.   It  should  be  informed  by  the  manner  in  which 
AFDC  and  other  income  support  have  been  cut  in  recent  years,  as  well  as  by  the 
experience  of  the  way  in  which  states  have  implemented  the  Family  Support  Act 
during  a  time  of  fiscal  pressure. 

State  revenue  systems  cannot  absorb  a  sigiuficant  increase  in  responsibility  for 
funding  programs.   While  fiscal  conditions  will  improve  in  many  states  as  the 
economy  strengthens,  and  there  are  some  improvements  that  states  themselves  can 
and  should  make  in  their  tax  structures,  the  basic  fiscal  design  of  states  is  straining 
under  the  increased  responsibilities  they  carry.   If  welfare  reform  puts  inaeased 
responsibilities  on  the  states  for  funding  any  aspect  of  the  program  —  benefits,  child 
care,  health  care,  job  creation,  training  or  basic  education  —  states  will  have  difficulty 
accommodating  those  costs.   States  may  try,  as  they  have  recently  done,  to  finance 
increased  costs  through  reductions  in  other  portions  of  the  safety  net.   In  addition, 
the  property  and  sales  taxes  on  which  states  and  locahties  rely  for  nearly  half  of  their 
revenues  are  regressive  in  nature.   Any  tax  increases  to  pay  for  the  additional 
programs  are  likely  to  fall  significantly  on  one  of  the  key  groups  that  welfare  reform 
is  trying  to  assist  —  the  working  poor. 

Near-term  Budget  Considerations 

Finally,  I  would  like  to  note  that  the  immediate  threat  of  additional  state  cuts 
in  AFDC  and  other  income  support  programs  is  far  from  ended.   The  econonnic 
recovery  is  uneven;  it  certainly  has  not  reached  to  California.   In  some  states  where 
the  economy  is  recovering,  fiscal  conditions  are  weakened  by  the  strategies  used  to 
patch  together  budgets  over  the  past  few  years,  such  as  deferred  spending,  one-time 
revenue  infusions  from  sales  of  assets,  or  borrowdng.   Some  states,  including 
California,  Texas,  and  Maine,  have  proposed  additional  cuts  in  AFDC  for  the 
upcoming  fiscal  year.  Connecticut  has  proposed  eliminating  general  assistance  for  all 
able-bodied  adults. 

The  continued  fiscal  weakness  and  proposals  to  cut  income  sectirity  programs 
are  significant  in  light  of  one  group  of  proposals  in  President  CUnton's  budget.    I 
should  emphasize  that  overall,  the  effect  of  the  budget  on  poor  families  and 
individuals  is  distinctly  positive.   It  clearly  is  a  poverty  reduction  budget  as  well  as  a 
deficit  reduction  budget.   But  we  want  to  call  yoior  attention  to  two  specific  items. 
One  is  the  proposal  to  reduce  the  federal  matching  rate  for  certain  administrative 
costs  that  states  bear  in  administering  the  Medicaid,  AFDC,  and  food  stamp 
programs.   These  provisions  would  shift  about  $600  million  a  year  in  costs  from  the 
federal  government  to  the  states.   In  addition,  this  change  would  take  effect  on 
April  1,  1994  —  in  the  middle  of  the  1994  fiscal  year  for  most  states.   Yet  it  probably 
would  not  be  enacted  until  after  the  time  when  most  states  have  completed  work  on 
their  1994  budgets.  To  the  extent  that  states  must  offset  these  costs  within  their 
public  assistance  budgets,  the  result  could  be  reductions  in  Medicaid  coverage  or 
services  and/or  AFDC  benefit  cuts  in  some  states.   (The  Administration's  budget 
notes  that  waivers  will  be  provided  in  some  hardship  cases,  but  it  is  unclear  how  it 
would  be  appUed.) 


72 


The  budget  also  contains  a  provision  requiring  states  that  pay  state  SSI 
supplements  to  poor  elderly  and  disabled  SSI  beneficiaries  and  that  elect  to  have  the 
federal  government  administer  these  SSI  supplements  to  start  paying  a  fee  to  the 
federal  government  for  this  service.   The  fee  would  eventually  reach  $5.00  per  month 
per  beneficiary.   In  some  of  the  18  states  that  would  be  affected,  the  state  would 
probably  reduce  the  SSI  supplements  by  up  to  $5.00  per  month  to  recover  these  costs. 

This  change  would  alter  part  of  the  original  SSI  program  design.  Since  the 
federal  SSI  benefit  level  falls  well  below  the  poverty  line,  the  SSI  program  was 
designed  in  a  manner  to  encourage  states  to  provide  SSI  supplemental  payments. 
One  inducement  was  that  if  states  provided  the  supplemental  payments  which  are 
100  percent  state  financed),  the  federal  government  would  administer  them  without  a 
charge. 

The  SSI  proposal  would  eventually  require  these  states  to  pay  fees  of  dose  to 
$200  million  a  year.   (California  would  be  the  state  hit  hardest.)  The  combined  effect 
of  the  SSI  proposal  and  the  proposal  regarding  Medicaid,  AFDC,  and  food  stamp 
matching  rates  would  thus  be  to  shift  to  states  close  to  $800  million  a  year  in  costs  for 
administering  low-income  benefit  programs. 


Conclusion 

The  quality  of  the  safety  net  and  the  income  security  of  the  poorest  families 
and  individuals  in  the  country  seems  to  be  ever  more  dependent  on  the  ability  and 
willingness  of  states  to  fund  programs.   In  the  recession  and  weak  economic  growth 
that  has  taken  place  over  the  past  three  years,  programs  for  the  poor  have  been  cut 
significantly.   As  welfare,  health,  and  related  programs  are  reconsidered  and 
reformed  over  the  next  few  years,  it  will  be  increasingly  important  to  think  through 
and  to  balance  the  relative  responsibilities  of  the  states  and  the  federal  government  in 
the  light  of  this  experience. 
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Acting  Chairman  Matsui.  I  have  to  say  that  when  Secretary 
Shalala  spoke  before  us  yesterday  afternoon,  I  was  planning  to  ask 
about  the  administrative  cost  issue,  but  things  were  going  so  well,  I 
just  didn't  want  to  ask  the  question. 

Would  you  mind  if  I  voted  and  came  back?  Mr.  McDermott  will 
be  back  as  well  and  he  will  have  questions,  and  I  believe  Mr. 
Grandy  will  also  be  back.  I  ask  for  about  a  5-minute  recess.  You 
can  just  sit  there  because  we  will  be  right  back. 

Thank  you. 

[Brief  recess.] 

Acting  Chairman  Matsui.  We  will  reconvene  now.  Again,  we 
apologize  to  everybody. 

I  would  like  to  now  call  upon  Ms.  Jo  Anne  Barnhart,  who  is  the 
former  assistant  secretary  for  Children  and  Families  with  the  De- 
partment of  Health  and  Human  Services. 

Welcome  back.  We  enjoyed  working  with  you  and  look  forward  to 
your  testimony  and  working  with  you  during  the  next  few  months. 

STATEMENT  OF  JO  ANNE  B.  BARNHART,  FORMER  ASSISTANT 
SECRETARY  FOR  CHILDREN  AND  FAMILIES,  U.S.  DEPARTMENT 
OF  HEALTH  AND  HUMAN  SERVICES 

Ms.  Barnhart.  Thank  you,  Mr.  Chairman.  And  thank  you  for 
those  kind  words;  and  thanks  to  Mr.  Santorum  and  Mr.  Johnson  as 
well.  I  want  to  say  it  is  always  a  pleasure  to  appear  before  this  sub- 
committee and  particularly  before  you;  and  it  is  a  particular  pleas- 
ure to  appear  as  a  private  citizen  today. 

Acting  Chairman  Matsui.  I  am  sure. 

Mr.  McDermott.  Mr.  Chairman,  I  am  not  so  sure  it  was  always  a 
pleasure  to  come  before  this  committee. 

Ms.  Barnhart.  I  really  am  pleased  to  be  asked  to  appear  here 
today  to  talk  about  the  effect  of  State  budget  problems  on  the  im- 
plementation of  the  JOBS  program. 

Before  looking  at  the  problems  you  are  considering  today,  Mr. 
Chairman,  I  think  it  is  important  to  look  at  what  has  been  accom- 
plished in  the  JOBS  program,  which  Mr.  Johnson  highlighted  to 
some  extent  in  his  oral  testimony. 

Over  400,000  AFDC  recipients  are  participating  in  JOBS  compo- 
nents each  month.  All  but  one  State  met  the  7  percent  participa- 
tion rates  established  in  the  Family  Support  Act  for  fiscal  year 
1991,  and  34  States  had  participation  rates  for  1991  at  or  above  11 
percent,  which  as  you  know  is  the  established  rate  for  1992,  with  a 
national  average  participation  rate  of  15  percent  in  1991. 

For  that  same  year,  all  States  except  one  increased  their  JOBS 
expenditures  and  eight  States  used  their  entire  Federal  JOBS  allot- 
ment. Twelve  States  are  projected — I  say  projected  because  al- 
though 1992  has  ended,  it  is  my  understanding  HHS  is  still  collect- 
ing, reporting  information  from  the  States  in  finalizing  those  fig- 
ures— with  a  total  of  about  $700  million  of  the  $1  billion  available 
to  the  States  estimated  to  be  used  this  past  fiscal  year. 

Despite  these  accomplishments,  the  fact  that  three-quarters  of 
the  States  have  been  unable  to  provide  the  necessary  State  match 
to  access  all  available  Federal  funds  give  rise  to  concern,  and  I 
know  that  is,  in  part,  the  subject  for  this  hearing. 
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From  1989  to  1991,  caseloads  increased  by  almost  25  percent, 
bringing  the  AFDC  rolls  to  the  current  4.7  million  cases.  Given  this 
increase,  and  the  fact  that  it  is  attributable  partially  to  economic 
and  largely  to  persistent  demographic  changes,  it  is  more  impor- 
tant than  ever  that  the  JOBS  program  work  and  be  successful. 

As  you  explore  the  effect  that  continuing  State  budget  difficulties 
may  have  on  the  JOBS  program,  I  believe  it  is  important  to  seek 
answers  to  the  following  questions. 

Why  have  some  dozen  States  used  their  full  allotment? 

Is  their  budget  situation  more  positive  than  other  States  or  is 
there  some  other  factor  that  is  affecting  their  legislatures'  willing- 
ness or  ability  to  invest  in  the  JOBS  program? 

Since  States  are  meeting  the  participation  rates  now,  most  of 
them  without  using  their  entire  allotment,  what  are  the  implica- 
tions for  future  participation  rates  if  all  Federal  funds  are  ac- 
cessed? Could  or  should  the  phased-in  participation  rates  be  in- 
creased or  accelerated? 

Should  the  matching  rate  be  lowered  so  that  more  States  can 
access  all  Federal  funds?  And  if  the  matching  rate  is  lowered,  what 
are  some  of  the  consequences  of  that? 

Will  State  commitments  to  JOBS  be  affected  either  financially  or 
operationally? 

The  commitment  to  the  child  care  guarantee,  specifically  transi- 
tional child  care,  is  already  the  subject  of  much  discussion,  as  evi- 
denced by  its  inclusion  in  this  hearing  today.  And  although  the 
usage  is  less  than  originally  anticipated  in  the  CBO  estimates,  de- 
finitive explanations  are  difficult. 

There  are,  however,  a  number  of  possible  reasons  that  explain 
the  difference  between  estimates  and  actuals,  that  at  least  in  part 
explain  that  difference,  the  methodology  that  States  use  to  inform 
clients  about  the  availability  of  transitional  child  care  vary  signifi- 
cantly from  State  to  State,  and  I  know  Miss  Ebb  goes  into  that  in 
some  detail  in  her  statements. 

Similarly,  the  manner  in  which  States  accept  applications  can 
contribute  to  or  detract  from  a  user-friendly  environment.  It  is  also 
possible  the  individuals  who  are  leaving  the  roils  for  employment 
either  have  older  children,  children  who  are  in  school,  over  age  13, 
who  generally  need  less  formal  after-school  care  as  opposed  to  all- 
day  care,  or  those  parents  who  prefer  or  are  able  to  make  arrange- 
ments with  family  or  friends. 

Anecdotally,  and  at  least  in  one  State,  where  a  survey  was  con- 
ducted of  former  recipients,  they  indicated  a  desire  to  have  no  af- 
filiation with  the  welfare  system  once  they  secured  employment. 

Finally,  it  is  possible  that  given  funding  constraints.  States  are 
actively  or  passively,  due  to  the  diverse  operational  procedures  I 
briefly  noted  above,  not  encouraging  participation  in  transitional 
child  care.  The  real  difficulty  in  reaching  a  definitive  conclusion  is 
that  there  is  no  baseline  for  the  appropriate  level  for  participation 
in  transitional  child  care. 

As  expected  with  a  new  program,  the  number  of  families  being 
served  through  transitional  child  care  has  increased  over  the  past  2 
years.  In  April  of  1990,  1,845  families  were  being  served;  in  Decem- 
ber of  that  year,  over  16,000  families;  and  in  September  of  1991, 
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23,000  families,  or  40,000  children,  were  benefiting  from  transition- 
al child  care. 

During  that  same  time  period,  expenditures  rose  from  $47  mil- 
lion in  1990,  to  $63  million  in  1991,  to  $89  million  reported  to  date 
for  fiscal  year  1992.  Because  of  the  many  unanswered  questions, 
HHS  has  been  conducting  indepth  child  care  reviews  in  five  States. 
The  results  of  those  reviews  can  hopefully  provide  some  helpful  in- 
formation to  add  to  the  debate  for  this  committee. 

As  the  implementation  of  the  Family  Support  Act  moves  for- 
ward, these  and  other  issues  that  surface  must  be  explored  and 
dealt  with  if  the  goal  of  promoting  self-sufficiency  is  to  be  achieved. 
I  applaud  the  committee's  continuing  interest  and  commitment  to 
that  end. 

And,  again,  Mr.  Chairman,  I  thank  you  for  the  opportunity  to 
share  my  perspective  with  you. 

Acting  Chairman  Matsui.  Thank  you,  Ms.  Barnhart. 

[The  prepared  statement  follows:] 
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STATEMENT  BY 

JO  ANNE  B.  BARNHART 

FORMER  ASSISTANT  SECRETARY  FOR  CHILDREN  &  FAMILIES 

U.S.  DEPARTMENT  OF  HEALTH  &  HUMAN  SERVICES 

BEFORE  THE 

SUBCOMMITTEE  ON  HUMAN  RESOURCES 

COMMITTEE  ON  WAYS  &  MEANS 

MARCH  11,  1993 

Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for  the  opportunity  to  be  here 
today  to  discuss  the  effect  of  state  budget  problems  on  the  implementation  of  the  JOBS 
program. 

Before  looking  at  the  problems,  I  think  it  is  important  to  look  at  what  has  been  accomplished 
in  the  JOBS  program.  Over  400,000  AFDC  recipients  are  participating  in  JOBS  components 
each  month;  all  but  one  state  met  the  7%  participation  rate  established  in  the  Family  Support 
Act  for  FY  91;  and  34  states  had  participation  rates  for  FY  91  at  or  above  11%  (  the  FY  92 
raie)  with  a  national  average  participation  rate  of  15%  for  FY  91. 

For  that  same  year,  all  states  except  one  increased  their  JOBS  expenditures  and  8  states  used 
their  entire   federal  JOBS  allotment.  12  states  are  projected  to  use  the  entire  allotment  for  FY 
92,  with  a  total  of  $700  million  of  the  $1  billion  available  to  all  states  estimated  to  be  wicd. 

Despite  these  accomplishments,  the  fact  that  three  quarters  of  the  states  have  been  unable  to 
provide  the  necessary  state  match  to  access  all  available  federal  funds  gives  rise  to  concern. 

From  1989  to  1991,  caseloads  increased  by  almost  25%,    bringing  the  AFDC  rolls  to  the 
current  4.7  million  cases.    Given   this  increase  and  the  fact  that  it  is  attributable  pailially  to 
economic  and  largely  to  persistent  demographic  changes,  it  is  more  important  than  ever  that 
the  JOBS  program  work.    As  you  explore  the  effect  that  continuing  state  budget  difficulties 
may  have  on  the  JOBS  program,  I  believe  it  is  important  to  seek  answers  to  the  following 
questions. 

Why  have  some  dozen  states  used  their  full  allotment?   Is  their  budget  simation  more  positive 
than  other  states  or  is  there  some  other  factor  affecting  their  legislature's  willingness  or 
ability  to  invest  in  JOBS? 

Since  states  are  meeting  the  participation  rates  now  --  most  without  using  their  entire 
allotment  --  what  are  the  implications  for  participation  rates  if  all  federal  funds  are  accessed? 
Could  or  should  the  phased  in  participation  rates  be  increased  or  accelerated? 

Should  the  matching  rate  be  lowered  so  that  more  states  can  access  all  federal  funds?   And, 
If  the  matching  rate  is  lowered,  will  state  commitment  to  JOBS  be  affected  financially  and 
operationally? 

The  conimiiment  to  the  child  care  guarantee,  specifically  transitional  child  care,  is  already 
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the  subject  of  much  discussion,  as  evidenced  by  its  inclusion  in  this  hearing  today.    The 
perceniage  of  former  AFDC  recipients  using  transitional  child  care  ranges  from  a  low  of  4% 
in  some  states  to  a  high  of  33%  in  Massachusetts.    Although  the  usage  is  less  than  originally 
anticipated,  defmitive  explanations  are  difficult. 

There  are,  however,  a  number  of  possible  reasons  that  explain  the  difference  between 
estimates  and  actuals,  at  least  in  part.    The  methodology  that  states  use  to  infonn  clients 
about  the  availability  of  transitional  child  care  varies  significantly.    Similarly,  the  manner  in 
which  states  accept  applications  can  contribute  to  or  detract  from  a  user  friendly 
environment.   It  is  also  possible  that  the  individuals  leaving  the  rolls  for  employment  either 
have  older  children  who  generally  need  less  formal  after  school  care,  or  prefer  and  are  able 
to  mnke  arrangements  with  family  or  friends.    Anecdotally  and  in  at  least  one  state  where  a 
survey  was  conducted,  the  former  recipients  indicated  a  desire  to  have  no  affiliation  with  the 
welfare  system  once  they  secured  employment.    Finally,  it  is  possible  that  given  funding 
constraints,  states  are  actively  or  passively  (due  to  the  diverse  operational  procedures  briefly 
noted  above)  not  encouraging  participation  in  transitional  child  care.    The  real  difficulty  in 
reaching  a  definitive  conclusion  is  that  there  is  no  baseline  for  the  appropriate  level  for 
participation  in  transitional  child  care. 

As  expected  with  a  new  program,  the  number  of  families  being  served  through  transitional  child 
care  has  increased  over  the  past  two  years.  In  April  of  1990,  1,845  families  were  being  served; 
in  December  of  that  year,  over  16,000  families;  and  in  September  of  1991.  23,000  families  or 
40,000  children  were  benefitting  from  transitional  child  care.  During  that  same  time  period, 
expcndinires  rose  from  $47  million  in  FY  90  to  $63  million  in  FY  91  to  $89  million  reported 
to  date  for  FY  92.  Because  of  the  many  unanswered  questions,  HHS  has  been  conducting  in- 
depth  child  care  reviews  in  five  states.  The  results  of  those  reviews  can  hopefully  provide  some 
helpfiil  information  to  add  to  the  debate. 

As  the  implementation  of  the  Family  Support  Act  moves  forward,  these  and  other  issues  that 
surface  must  be  explored  and  dealt  with  if  the  goal  of  promoting  self-sufficiency  is  to  he 
achieved.  I  applaud  the  Committee's  continuing  interest  and  commitment  to  that  end  and  again, 
I  thank  you  for  this  oppormnity  to  share  my  perspective  with  you. 
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Acting  Chairman  Matsui.  Miss  Ebb. 

STATEMENT  OF  NANCY  EBB,  SENIOR  STAFF  ATTORNEY, 
CHILDREN'S  DEFENSE  FUND 

Ms.  Ebb.  Thank  you,  Mr.  Chairman,  and  members. 

The  Children's  Defense  Fund  appreciates  the  opportunity  to  tes- 
tify today  on  the  status  of  child  care  services  under  the  Family 
Support  Act's  child  care  guarantee,  and  the  relationship  of  State 
budget  and  policy  decisions  to  those  services. 

CDF  strongly  supported  the  child  care  guarantee  of  the  Family 
Support  Act.  We  saw  great  promise  in  that  guarantee  for  helping 
families  move  toward  self-sufficiency  and  staying  off  the  welfare 
rolls  once  they  got  a  job. 

There  is  both  good  news  and  bad  news  about  the  child  care  guar- 
antee and  now  it  is  has  fared  in  a  time  of  State  fiscal  constraints. 
The  good  news  is  the  guarantee  meets  a  real  world  need:  There  is  a 
large  need  for  child  care  for  AFDC  parents  in  employment,  educa- 
tion and  training  activities. 

A  Florida  administrator,  for  example,  told  us  that  she  anticipat- 
ed that  over  the  next  2  years  there  would  be  a  50  percent  increase 
in  the  need  for  child  care  for  AFDC  parents  in  JOBS,  transitional 
child  care,  and  employment. 

There  is  also  good  news  in  that  there  has  been  a  steady  increase 
in  State  spending  to  meet  the  needs  of  AFDC  recipients  for  child 
care.  Nationally,  total  Federal  expenditures  to  match  State  child 
care  expenditures,  increased  from  $253.4  million  in  fiscal  year  1991 
to  $349.6  million  in  fiscal  year  1992. 

The  bad  news  is  that  these  spending  increases  are  often  inad- 
equate to  meet  the  child  care  needs  of  AFDC  recipients.  They  don't 
appear  to  be  keeping  pace  with  the  increased  demand  for  child  care 
or  with  increased  expectations  in  the  Family  Support  Act  that  par- 
ticipation in  job  activities  would  increase  over  time  with  commen- 
surate increases  in  the  need  for  child  care. 

From  fiscal  year  1991  to  1992,  Federal  AFDC  child  care  spending, 
matching  State  child  care  expenditures,  increased  by  38  percent,  at 
the  same  time  that  job  participation  rate  requirements  increased 
by  57  percent,  presumably  expanding  the  need  for  child  care  for 
families  along  with  these  increased  participation  requirements. 

If  States  were  on  track  bringing  more  families  into  employment, 
education  and  training  activities,  one  would  expect,  I  think,  to  see 
larger  increases  in  expenditures  for  child  care.  So  that  is  at  least  a 
warning  signal  about  what  may  be  going  on  in  the  area  of  child 
care  services. 

Actual  decreases  in  spending  in  seven  States  add  to  our  concern. 
In  Pennsylvania,  for  example,  the  Federal  share  of  expenditures 
for  AFDC  child  care  decreased  from  $19.1  million  in  fiscal  year 
1991  to  $14.2  million  in  fiscal  year  1992. 

State  funding  problems  have  also  led  some  States  to  attempt  to 
control  child  care  costs  by  limiting  the  criteria  for  families  eligible 
for  child  care  or  by  cutting  off  child  care  services  all  together  to 
new  participants,  and  litigation  has  been  brought  in  six  States 
challenging  these  practices. 
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In  Illinois,  for  example,  the  State  initially  sought  to  control  child 
care  costs  by  placing  AFDC  families  with  child  care  needs  on  the 
waiting  list  for  its  Project  Chance  program.  In  January,  the  State 
went  one  step  further  and  closed  intake  into  Project  Chance  alto- 
gether, denying  new  participants  access  to  employment  and  train- 
ing as  well  as  child  care  services,  a  practice  which  has  at  least  been 
preliminarily  halted  by  the  court  considering  the  situation. 

Faced  with  a  financial  crunch,  some  States  are  also  turning  to 
the  child  care  and  development  block  grant  to  pay  for  AFDC  child 
care.  By  using  block  grant  funds  which  have  no  match  attached  to 
them.  States  can  pay  for  child  care  without  having  to  provide  State 
matching  funds  as  is  required  for  AFDC  child  care  funding. 

In  Florida,  one  administrator  estimated  that  between  25  and  30 
percent  of  block  grant  funds  available  for  direct  services  are  being 
used  for  AFDC  families.  Using  block  grant  funds  to  provide  child 
care  AFDC  for  families  diverts  those  scarce  resources  from  being 
used  for  helping  non-AFDC  working  poor  families  with  their  child 
care  needs. 

Texas,  for  example,  which  is  using  its  block  grant  funds  to  help 
pay  for  AFDC  child  care,  shut  down  all  intake  for  all  non-AFDC 
working  parents  who  need  child  care  in  December,  and  the  admin- 
istrator says  many  families  on  that  waiting  list  can  never  hope  to 
obtain  assistance  from  the  program. 

To  ensure  that  AFDC  families  participating  in  employment,  edu- 
cation and  training  activities  obtain  the  child  care  they  need,  and 
to  ensure  that  this  is  not  obtained  at  the  expense  of  help  for  non- 
AFDC  workers,  we  urge  strongly  that  the  committee  consider  doing 
away  with  or  at  least  improving  the  match  requirements  for  AFDC 
child  care. 

We  know,  as  Ms.  Barnhart  has  indicated,  that  there  has  been 
slow  growth  in  the  transitional  child  care  program  as  well.  CDF 
has  looked  at  State  practices  in  States  that  have  promising  records 
in  the  area  of  transitional  child  care,  including  Washington  State. 
Good  outreach,  worker  training,  simplified  procedures  and  empha- 
sis on  personal  contact  make  a  difference,  and  our  written  state- 
ment suggests  ways  in  which  Federal  legislation  could  encourage 
other  States  to  replicate  these  successes.  Finally,  decisions  about 
how  to  implement  the  child  care  guarantee  have  a  profound  effect 
on  the  quality  and  accessibility  of  child  care  for  AFDC  children. 
The  Family  Support  Act  allows  States  to  pay  for  child  care  up  to 
market  rate  for  AFDC  children.  The  promise  of  this  provision  was 
undercut  by  a  Federal  regulatory  cap  not  dictated  by  the  Family 
Support  Act,  and  this  is  translated  into  lower  rates  for  AFDC  chil- 
dren. 

As  one  Utah  child  care  provider  told  us,  we  are  being  asked  to 
provide  lower  cost,  lower  quality  care  for  the  very  children  who 
most  need  high  quality  services.  Congress  can  ameliorate  this  prob- 
lem as  well  by  allowing  States  Federal  matching  funds  to  go  up  to 
the  full  market  cost  of  care. 

We  also  outline  in  our  written  statement  ways  that  Congress  can 
improve  child  care  for  working  AFDC  recipients  to  put  them  on  an 
equal  footing  with  AFDC  families  in  employment  and  training. 

Mr.  Chairman,  Thank  you  for  your  time. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  NANCY  EBB 
Children's  Defense  Fund 

The  Children's  Defense  Fund  ("CDF")  appreciates  the 
opportunity  to  testify  on  the  status  of  child  care  services  under 
the  Family  Support  Act  and  related  programs,  and  on  the 
relationship  of  state  budget  and  policy  decisions  to  these 
services. 

We  strongly  supported  the  child  care  guarantee  of  the 
Family  Support  Act.   We  believe  that  guality  child  care  meeting 
the  needs  of  the  parent  and  the  child  is  key  to  helping  families 
obtain  the  education  and  training  they  need  to  leave  the  welfare 
rolls  and  helping  them  obtain  the  income  they  need  to  escape 
poverty.   A  safe,  healthy,  and  stable  child  care  arrangement  is 
essential  for  any  parents,  including  those  on  AFDC,  to  work 
outside  the  home  or  participate  in  education  or  training 
programs.   Without  this  most  basic  assurance,  parents  can  neither 
accept  employment  with  a  sense  of  stability  and  confidence  nor 
focus  their  energies  on  acquiring  new  skills.   The  Family  Support 
Act's  child  care  provisions  offer  great  hope  for  ensuring  that 
parents  have  stable  child  care  arrangements  that  enable  them  to 
take  real  steps  toward  self-sufficiency. 

State  budget  constraints  and  implementation  decisions 
threaten  the  promise  of  the  child  care  guarantee.   Because  of 
this  concern,  and  we  are  seeing  ripple  effects  on  other  child 
care  programs  serving  the  poor  working  families,  we  were 
particularly  pleased  to  be  asked  to  testify  at  this  hearing. 

CDF  is  a  privately-supported  charity  that  advocates  for  the 
interests  of  low-income  children.   CDF  followed  closely  Congress' 
consideration  of  the  Family  Support  Act  ("FSA")  and  continues  to 
work  intensively  with  advocates  and  state  officials  as  they 
implement  its  provisions.   We  have  published  numerous  guides  to 
different  aspects  of  FSA  child  care  provisions.   In  the  summer  of 
1991  we  did  a  fifty-state  survey  of  state  administrators  to 
explore  implementation  of  FSA  child  care  provisions.  We  do 
periodic,  more  selective  survey  work  to  update  our  understanding 
of  how  the  program  is  working,  and  to  identify  both  model 
practices  that  should  be  shared  and  problems  that  are  emerging. 

Our  testimony  today  focuses  on  three  key  issues:  state  funding 
constraints,  and  their  impact  on  AFDC  and  related  child  care 
programs;   policy  choices  about  implementation  of  the  child  care 
guarantee  that  have  either  enhanced  or  undermined  its 
effectiveness;  and  barriers  to  full  realization  of  the  promise  of 
the  Transitional  Child  Care  program. 

I.  HIGH  DEMAND  FOR  AFDC  CHILD  CARE  AND  STATE  FUNDING  CONSTRAINTS 
HAVE  DNDERCDT  THE  PROMISE  OF  THE  AFDC  CHILD  CARE  GUARANTEE. 

There  is  both  good  news  and  bad  news  about  the  child  care 
guarantee  and  how  it  has  fared  in  a  time  of  state  fiscal 
constraint.   The  good  news  is  that  the  guarantee  meets  a  real 
world  need:  there  is  a  large  unmet  need  for  child  care  for  AFDC 
families  involved  in  employment,  education  and  training.   There 
is  more  good  news:  in  most  states,  there  has  been  a  steady 
increase  in  state  spending  (and  commensurate  increases  in  federal 
matching  funds)  to  meet  the  child  care  needs  cf  AFDC  recipients. 

The  bad  news  is  that  these  spending  increases  often  fall  far 
short  of  what  is  necessary  to  meet  the  child  care  needs  of  AFDC 
recipienrs,  and  tnac  state  funding  problems  have  led  some  states 
to  limit  access  to  AFDC  child  care  in  ways  that  are  inappropriate 
and  sometimes  illegal.   The  promise  of  the  child  care  guarantee 
is  being  undercut  by  fiscal  constraints.   The  further  bad  news  is 
that  state  efforts  to  come  up  with  state  and  federal  funds  to  pay 
for  AFDC  child  care  has  sometimes  pitted  the  compelling  needs  of 
AFDC  families  against  the  equally  compelling  needs  of  non-AFDC 
low-income  families  for  help  with  child  care. 
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A.   Spending  for  AFDC  Child  Care  Hcis  Generally  Increased 
Across  tbe  Coun'try,  but;  Does  No't  Appear  'to  Be  Keeping  Pace  wiUi 
Increased  Child  Care  Need. 

There  is  a  growing  need  for  AFDC-related  child  care.   We 
would  expect  to  see  increases  in  the  demand  for  AFDC  child  care 
for  three  reasons:  state  JOBS  programs  are  phasing  in  from 
limited  to  statewide  programs,  reaching  more  families  and 
therefore  creating  more  demand  for  child  care  for  families  to 
participate  in  JOBS  activities;  state  JOBS  participation 
requirements  are  also  increasing  (from  7  percent  in  FY  1991  to  11 
percent  in  FY  1992),  which  means  that  even  more  families  likely 
to  need  child  care  in  order  to  participate  in  JOBS;  and  state 
AFDC  caseloads  have  grown.   This  caseload  growth  means  that  the 
states  have  to  involve  even  more  families  in  JOBS  than  might 
otherwise  have  been  projected  in  order  to  satisfy  participation 
rate  requirements,  which  are  calculated  as  a  percentage  of  the 
AFDC  caseload. 

When  CDF  staff  interviewed  selected  state  child  care 
administrators  this  month,  almost  all  of  them  told  us  that  they 
were  experiencing  increased  demand  for  AFDC  child  care.   In  some 
states,  these  increases  were  dramatic:  a  Florida  child  care 
administrator,  for  example,  told  us  that  she  anticipated  a 
projected  growth  of  50  percent  in  the  next  two  years  of  AFDC 
families  needing  child  care  for  employment,  JOBS,  or  transitional 
child  care  benefits. 

Given  this  increased  demand,  we  would  expect  to  see 
increased  federal  and  state  spending  for  AFDC  child  care. 
Indeed,  expenditures  for  AFDC  child  care  have  increased  across 
the  country:  total  federal  expenditures  to  match  state  child  care 
expenditures  for  regular  AFDC  child  care  increased  from  $253.4 
million  in  FY  1991  to  $349.6  million  in  FY  1992. 

In  some  states,  increased  expenditures  for  child  care  are 
dramatic  and  give  encouraging  signals  about  state  willingness  to 
commit  funds  to  child  care  necessary  for  families  to  obtain 
education  and  training  and  for  states  to  meet  their  JOBS  targets. 
In  Ohio,  for  example,  federal  spending  to  match  state  child  care 
spending  for  AFDC  recipients  rose  sharply,  from  $8.8  million 
in  FY  1991  to  $14  million  in  FY  1992.   A  North  Carolina  child 
care  administrator  told  us  that  in  1989,  the  state  spent  $4 
million  on  all  AFDC-related  child  care,  and  now  spends  $52 
million  (including  expenditures  for  transitional  child  care). 

Generally,  however,  the  rate  of  spending  for  AFDC  child  care 
gives  substantial  cause  for  concern.   The  spending  increases  do 
not  appear  to  be  keeping  pace  with  the  increased  demand  for  child 
care,  or  with  increased  expectations  established  in  the  Family 
Support  Act  that  over  tiae  states  will  involve  Hore  families  in 
enploynent,  education  and  training  programs  (and  thereby  incur 
■ore  child  care  costs  associated  with  these  activities).   From  FY 
1991  to  FY  1992,  federal  AFDC  child  care  spending  (matching  state 
AFDC  child  care  expenditures)  increased  by  38  percent.   During 
the  same  period,  JOBS  participation  rates  increased  by  57 
percent.   If  states  were  on  track  reaching  more  AFDC  families  to 
meet  their  expanded  JOBS  participation  rate  requirements,  then 
the  increases  in  child  care  spending  seem  far  too  low  to  keep 
pace  with  the  expanded  number  of  families  in  employment  and 
training  activities. 

Indeed,  the  57  percent  increase  in  JOBS  participation  rates 
understiates  the  rate  of  increase  one  might  expect  to  see  in  child 
care  expenditures:  since  AFDC  caseloads  in  a  number  of  states 
went  up  during  this  time,  the  JOBS  participation  rate  rates  were 
not  only  higher  as  a  percentage,  but  this  percentage  rate  was 
applied  to  a  larger  caseload,  resulting  in  an  even  greater 
absolute  number  of  families  who  could  be  expected  to  participate 
in  JOBS  and  to  need  child  care.   In  light  of  these  numbers,  the 
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limited  growth  in  AFDC  child  care  spending  raises  some  real 
concerns  about  what  is  going  on,  and  whether  adequate  resources 
are  being  allocated  to  meet  the  need. 

Slow  growth  in  child  Cctre  spending  to  aeet  increased  need 
creates  concern.   Actual  decreases  in  sove  state  spending  add  to 
this  concern. 

In  some  states,  there  were  troubling  and  significant 
decreases  in  state  expenditures  (and  payment  of  federal  matching 
funds)  for  AFDC  child  care.   These  decreases  often  reflected 
state  budgets  under  serious  pressure  and  state  legislatures 
unable  or  unwilling  to  provide  the  state  funds  necessary  to 
obtain  federal  matching  funds  for  AFDC  child  care: 

o  In  Florida,  the  federal  share  of  expenditures  for  regular 
AFDC  child  care  dropped  from  $16.4  million  in  FY  1991  to  $12.6 
million  in  FY  1992. 

o  In  Massachusetts,  the  federal  share  of  expenditures 
dropped  from  $17.3  million  in  FY  1991  to  $11.5  million  in  FY   t-.^.e 
1992. 

o  In  Pennsylvania,  federal  matching  funds  dropped  from  $19.1 
million  to  $14.2  million. 

o  In  Wisconsin,  spending  dropped  from  $9.6  million  to  $7.1 
million.   Spending  also  dropped  in  Illinois,  Iowa,  and  Maine. 

As  discussed  below,  some  states  turned  to  other  funding 
streams  without  a  state  matching  requirement  to  help  provide 
child  care  for  AFDC  families  (such  as  the  Child  Care  and 
Development  Block  Grant).   This  meant  that  decreases  in  AFDC 
child  care  expenditures  were  at  least  partially  offset  by 
increased  use  of  the  Block  Grant  for  AFDC  families,  although  this 
practice  shrank  child  care  resources  for  non-AFDC  families. 

Even  in  states  that  turned  to  the  Block  Grant,  however, 
funding  constraints  meant  that  states  simply  could  not  meet  the 
needs  of  many  AFDC  families.   One  child  care  administrator,  for 
example,  told  us  that  her  state  has  more  AFDC  child  care  need 
than  it  is  able  to  meet;  lack  of  state  resources  has  kept  the 
state  from  doing  JOBS  "as  it  should  be  done,"  and  the  state 
cannot  take  care  of  the  child  care  needs  of  people  who  could  be 
successful  in  getting  off  AFDC. 

B.   Some  states  are  responding  to  increased  demand  or  state 
budget  limitations  by  denying  child  care  to  families  who  are 
covered  by  the  Family  Support  Act's  child  care  guarantee. 

Some  states  are  trying  to  control  child  care  costs  by 
narrowing  the  categories  of  AFDC  families  eligible  for  child 
care,  or  by  cutting  off  child  care  services  altogether  to  new 
participants.   In  six  states,  litigation  has  been  brought 
challenging  such  actions  as  a  violation  of  the  child  care 
guarantee  of  the  Family  Support  Act  [FL,  WI ,  CA,  MA,  ME,  IL]. 

The  facts  of  these  lawsuits  illustrate  both  the  financial 
pressures  states  face,  and  the  very  real  harms  created  by  states' 
inability  to  meet  the  child  care  need: 

o  In  Florida,  one  state  district  office  froze  child  care 
for  new  Project  Independence  participants  in  education  or 
training  effective  July  10,  1992,  because  the  district  projected 
a  deficit.  One  of  the  named  plaintiffs  had  been  approved  to 
pursue  a  G.E.D.  high  school  equivalency  program,  training  she 
needed  in  order  to  become  employable  and  leave  AFDC.   Counsel 
report  she  desperately  wanted  this  training  because  in  a  divorce 
action  a  judge  had  awarded  custody  of  two  of  her  three  children 
to  her  former  husband  because  the  mother  received  AFDC. 
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o  In  Wisconsin,  a  state  administrative  memorandum  instructed 
workers  that  an  employability  plan  should  be  approved  only  if 
child  care  resources  were  available.   If  resources  were  not 
available,  the  participant  was  to  be  placed  in  an  activity  that 
did  not  require  child  care,  or  in  unassigned  status.   Based  on 
this  memorandum,  AFDC  recipients  are  being  denied  child  care  to 
complete  high  school  or  to  attend  post-secondary  programs, 
counsel  reports  that  in  Milwaukee  County  alone  there  is  a 
waiting  list  of  2,000  AFDC  recipients  who  need  child  care. 

o  In  Massachusetts,  the  state  projected  that  funding  for 
AFDC  child  care  would  run  out  in  May  1993  if  child  care  continued 
to  be  provided  to  all  eligible  recipients  participating  in 
education  or  training  programs  that  met  the  state's  criteria  for 
approval-   In  September  1992  —  two  months  into  the  state's 
fiscal  year  —  the  state  therefore  froze  AFDC  child  care,  placing 
all  AFDC  parents  with  employability  plans  approved  after 
September  4th  onto  a  waiting  list  for  child  care.   As  of 
September  30,  1992,  1,200  AFDC  children  were  on  the  waiting  list. 

o  In  Illinois,  the  state  initially  sought  to  control  costs 
by  placing  AFDC  families  with  child  care  needs  on  a  waiting  list 
for  placement  in  education  or  training  activities.   In  January, 
1993,  the  state  went  one  step  further  and  indefinitely  closed 
intake  into  Project  Chance.  This  freeze  (which  has  been  lifted  by 
court  order)  applied  not  just  to  child  care,  but  also  to  all 
other  employment  and  training  services.   Based  on  current 
enrollment  rates,  the  Day  Care  Action  Council  projected  that  the 
freeze  would  have  shut  3,000  AFDC  recipients  a  month  out  of 
Project  Chance  and  accompanying  child  care  services. 

o  In  California,  litigation  was  filed  when  six  counties 
facing  budget  restrictions  eliminated  child  care  for  GAIN 
participants  who  were  satisfactorily  participating  in  state- 
approved  education  or  training  activities  and  whose  child  care 
had  previously  been  provided  through  GAIN.   Maine  took  similar 
steps  to  limit  child  care. 

Courts  have  entered  either  preliminary  or  final  orders  in 
three  of  these  cases  [CA,  MA,  IL]  finding  that  the  state 
practices  violate  the  child  care  guarantee  of  the  Family  Support 
Act.   This  arg\unent  was  rejected  in  Maine  and  preliminarily  in 
Florida.   Litigation  is  still  pending  in  Wisconsin.   Whatever  the 
outcome  of  the  litigation,  the  cases  underscore  the  significant 
need  for  AFDC  child  care,  the  pressure  that  increasing  child  care 
demand  is  creating  on  states,  and  the  very  real  harms  that  AFDC 
families  suffer  when  states  cut  back  on  services  as  a  result. 

C.   State  funding  decisions  for  AFDC  child  care  threaten 
assistance  for  working  poor  faxdlies. 

The  increased  need  for  AFDC  child  care  and  state 
difficulties  providing  matching  funds  to  claim  federal  AFDC  child 
care  funding  have  distorted  overall  child  care  spending  in  ways 
that  are  unfortunate,  and  that  we  suspect  were  never  intended 
when  Congress  created  the  JOBS  program: 

o  Soae  states  [e.g.,  TX,  WI,  MA,  FL,CA]  are  increasingly 
using  Child  Care  and  Developaent  Block  Grant  funds  to  pay  for 
child  care  for  AFDC  families  in  eaployaent,  education,  or 
training  programs.   By  using  Block  Grant  funds,  which  are 
available  to  states  without  a  matching  requirement,  states  can 
avoid  having  to  pay  the  state  match  that  is  necessary  to  obtain 
federal  AFDC  child  care  funds.   In  Florida,  one  administrator 
estimates  that  25  -  30  percent  of  Child  Care  and  Development 
Block  Grant  funds  available  for  direct  services  are  used  for 
child  care  for  AFDC  families.   In  California,  the  state 
made  a  one-year  allocation  of  $37.8  million  of  Block  Grant  funds 
to  fund  child  care  for  AFDC  recipients  in  approved  self-initiated 
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employment  and  training  programs  (although  it  is  unclear  whether 
all  these  funds  will  be  spent  for  this  purpose). 

Use  of  Block  Grant  funds  for  AFDC  families,  while 
permissible  under  the  statute,  means  that  scarce  child  care 
resources  are  diverted  away  from  the  working  poor,  many  of  whom 
need  child  care  in  order  to  keep  employment  and  to  stay  off  the 
welfare  rolls.   This  diversion  of  Block  Grant  funds  to  meet  AFDC 
child  care  needs  is  particularly  unfortunate  because  in  many 
states  there  are  already  far  more  low-income  families  needing 
care  than  the  Block  Grant  can  reach.   In  Wisconsin,  for  example, 
in  September  1992  there  were  8,000  non-AFDC  children  on  the 
waiting  list  for  child  care  (up  from  5,200  in  March  1990).   Texas 
shut  down  all  child  care  intake  for  non-AFDC  children  in  December 
1992,  and  the  administrator  says  many  families  on  the  waiting 
list  have  no  hope  of  ever  being  served.   Florida's  waiting  list, 
which  has  always  been  large,  has  gotten  larger  —  up  to  about 
25,000. 

o  In  soae  states,  state  funds  previously  being  used  for 
cbild  care  for  other  families  have  been  shifted  to  provide  the 
state  match  for  federal  AFDC  child  care  funds.   Some 
administrators  report  that  they  have  shifted  state  funds 
previously  spent  on  other  populations  needing  child  care  to  the 
AFDC  child  care  program  in  order  to  meet  state  matching 
requirements. 

In  some  respects,  such  a  shift  makes  sense,  because  it 
leverages  state  child  care  dollars  by  bringing  in  additional 
federal  child  care  dollars  based  on  the  same  state  spending  level 
for  child  care.   However,  administrators  in  some  states  report 
that  the  impact  of  this  policy  is  to  further  limit  already 
inadequate  funding  of  services  for  the  working  poor. 

In  addition,  we  believe  that  scarce  state  child  care  dollars 
and  the  need  to  provide  matching  funds  for  AFDC  child  care  may 
make  it  more  difficult  for  states  to  draw  down  their  full 
allotment  of  federal  "At  Risk"  child  care  funds.  At  Risk  child 
care  funds  are  available  to  states  on  a  matched  capped 
entitlement  basis  and  are  intended  to  provide  child  care  to  low- 
income  families  who  would  be  at  risk  of  receiving  AFDC  if  they 
did  not  have  child  care  assistance.   A  year  ago,  we  asked  states 
if  they  anticipated  using  their  full  At  Risk  allotment  for  FY 
1992.   At  least  twelve  states  indicated  they  would  not  be  able  to 
obtain  the  full  allotment.  In  some  instances  administrators  have 
linked  their  inability  to  obtain  the  full  allotment  for  the      ^ 
working  poor  to  the  use  of  limited  state  child  care  dollars  to   !/ 
meet  federal  match  requirements  for  AFDC  child  care. 

We  fully  support  the  AFDC  child  care  guarantee  and  would 
oppose  any  effort  to  whittle  away  at  its  most  important  promise 
of  help  to  AFDC  families  trying  to  escape  poverty.   It  is 
unfortunate,  however,  that  implementation  of  the  guarantee  in  a 
time  of  rising  caseloads  and  state  fiscal  crisis  pits  help  for 
AFDC  families  against  help  for  other  low-income  and  equally 
deserving  non-AFDC  families.   As  a  Minnesota  child  care 
administrator  observes,  the  waiting  list  for  non-AFDC  child  care 
is  as  large  as  the  number  of  families  being  served.   "People  are 
realizing  that  the  only  way  to  get  child  care  is  to  be  on  AFDC." 

RECOMMEHDftTT'JH -   To  ensure  that  AFDC  families  can 
participate  in  employment,  education,  and  training  activities  and 
receive  the  child  care  they  need,  we  strongly  urge  that  this 
Committee  consider  eliminating  or  reducing  state  matching 
requirements  for  AFDC  child  care.   Current  child  care  matching 
requirements  encourage  impermissible  state  limits  on  access  to 
child  care  and  JOBS  services,  divert  resources  away  from  programs 
that  serve  other  low  income  families,  and  discourage  states  from 
providing  employment,  education,  and  training  services  to  the 
many  AFDC  families  who  want  then  in  order  to  escape  poverty. 


85 


II.   POLICY  DECISIONS  ABOUT  IMPLENENTATI(»I  OF  THE  CHILD  CARE 
GUARANTEE  UNDERMINE  THE  QUALITY  AND  ACCESSIBIUTY  OF  AFDC  CHILD 
CARE. 

This  testimony  focuses  primarily  on  AFDC  child  care  needs 
and  the  relationship  between  demand  and  funding  constraints.   We 
would  also  like  to  briefly  sketch  policy  issues  raised  by  FSA 
child  care  that  affect  the  quality  of  that  care  and  its 
flexibility  to  meet  the  needs  of  AFDC  parents  and  children. 

A.   Low  Rates  Limit  Parent  Choice  and  Access  to  Quality 
Care. 

We  know  that  quality  child  care  is  particularly  important 
for  low  income  children,  who  already  have  many  strikes  against 
them.   While  the  vast  majority  of  AFDC  children  grow  up  in 
loving,  caring  families,  a  1991  study  by  Child  Trends  found  that 
the  cumulative  disadvantages  many  AFDC  children  face  can 
jeopardize  their  full  and  healthy  development: 

o  AFDC  children  are  three  times  more  likely  than  non-poor 
children  to  be  in  poor  health.   Nearly  one-third  more  suffer  from 
delays  in  growth  or  development,  a  "significant"  emotional  or 
behavioral  problem,  or  a  learning  disability. 

o  In  part  due  to  these  early  deficits,  AFDC  children  are 
more  likely  to  do  poorly  on  achievement  tests  during  early 
elementary  school  years,  and  are  twice  as  likely  as  their  non- 
poor  counterparts  to  fail  in  school. 

By  any  reasonable  measure,  AFDC  children  face  great  risks. 
They  are  precisely  the  children  who  can  and  should  benefit  from 
more  comprehensive  child  care  and  preschool  programs. 

The  FSA's  provision  allowing  states  to  claim  federal 
matching  funds  for  child  care  up  to  the  local  market  rate  was  an 
important  step  in  helping  to  ensure  that  very  low  income  families 
have  real  child  care  choices,  and  that  their  children  have  access 
to  quality  care.   The  promise  of  this  provision  has  been  limited, 
however,  by  an  unauthorized  regulatory  cap  on  market  rate  at  the 
75th  percentile  of  the  local  cost  of  care. 

The  FSA's  market  rate  provision  succeeded  in  raising  rates 
for  welfare-related  care  in  many  states.   A  CDF  fifty-state 
survey  in  1991  found  that  only  nine  states  limited  their  rates  to 
the  $175/$200  amounts  provided  under  the  child  care  disregard, 
while  30  other  states  that  reported  their  rates  to  CDF  had 
maximum  rates  that  were  higher  than  the  child  care  disregard 
amounts.   In  some  instances,  these  increases  over  the  disregard 
limits  were  very  modest,  while  in  others  they  were  quite 
significant. 

Despite  these  i^roved  rates,  26  states  reported  to  CDF  that 
low  rates  made  some  providers  unwilling  to  serve  children 
subsidized  by  JOBS  or  TCC.   Low  rates  mean  that  parents  have  a 
limited  choice  of  providers,  and  are  often  driven  to  choose  care 
that  is  not  their  care  of  choice. 

Low  rates  also  mean  that  children  at  risk  may  be  consigned 
to  lower-quality  care.   As  a  Utah  child  care  administrator 
reported,  lower  reimbursement  rates  for  AFDC  child  care  has  a  big 
impact  on  the  quality  of  their  child  care.   The  75th  percentile, 
she  told  us,  makes  states  buy  lower  quality  care  for  the  very 
children  who  need  the  highest  quality  care. 

While  a  number  of  state  administrators  have  indicated  that 
they  would  like  to  pay  rates  above  the  75th  percentile  if  federal 
reimbursement  were  available,  both  the  federal  regulatory  limit 
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on  federal  financial  participation  and  state  budget  constraints 
have  made  higher  rates  difficult  to  attain. 

Rf?r'"HWPNDATION :  Congress  can  help  ameliorate  the  problem  of  low 
rates  by  providing  that  federal  matching  funds  are  available  to 
supplement  market  rates  above  the  75th  percentile  if  states 
choose  to  do  so. 

B.  Rates  Are  Especially  Loif  for  Norking  Parents. 

Many  states  continue  to  use  the  child  care  disregard  as  a 
major  way  of  paying  for  child  care  for  working  AFDC  parents.   In 
10  states,  our  survey  found  the  child  care  disregard  was  the  only 
way  of  paying  for  child  care  for  working  AFDC  recipients.   This 
is  a  particular  concern  because  the  limits  on  the  amount  of  child 
care  that  can  be  paid  for  through  the  disregard  ($175  for  a  child 
aged  two  or  more,  $200  for  younger  children)  are  typically  lower 
than  the  limits  on  other  forms  of  AFDC  child  care. 

Although  states  have  to  option  of  supplementing  the  child 
care  disregard  so  that  it  provides  the  same  amount  of  assistance 
as  that  provided  for  other  AFDC  families,  few  states  do  so. 
Failure  to  supplement  the  disregard  penalizes  the  very  parents 
the  FSA  and  welfare  reform  efforts  seek  to  encourage  —  those 
trying  to  vork  and  support  their  families.   Working  parents 
should  have  access  to  the  same  child  care  choices  as  those  in 
school  or  in  training.  ■'■' 

RECOMMENDATION :  Congress  should  require  that  states 
supplement  the  child  care  disregard  so  that  families  using  the 
disregard  can  pay  for  child  care  at  the  same  rate  as  families 
using  other  AFDC  child  care  payment  mechanisms. 

C.  State  Choices  of  How  to  Pay  for  Child  Care  Nay  Liait 
Parent  Choice  and  Access  to  Care. 

The  FSA  gives  states  a  broad  range  of  payment  mechanisms 
they  can  use  to  pay  for  child  care.   These  include  contracts, 
vouchers,  and  retrospective  or  prospective  payments  to  parents 
and  providers.   Most  of  these  payment  approaches,  if  administered 
appropriately  and  used  in  the  proper  circumstances,  can  offer 
distinct  advantages  for  parents  and  providers. 

Retrospective  payment,  and  reimbursement  to  parents  through 
the  disregard,  however,  severely  limit  parent  options  and  access 
to  care.   These  mechanisms  mean  that  parents  are  reimbursed  for 
child  care  expenses  they  have  already  paid  for  out  of  their  own 
pockets.   Most  of  the  very  poor  parents  who  rely  on  FSA  child 
care  cannot  afford  to  pay  what  it  costs  for  child  care  — 
particularly  licensed  care  —  and  wait  one  or  two  months  for 
reimbursement  by  the  state. 

Such  policies  may  steer  parents  towards  child  care  that  they 
would  not  otherwise  choose,  a  dilemma  strikingly  illustrated  by 
a  study  of  the  child  care  needs  of  AFDC  recipients  commissioned 
by  the  Illinois  Department  of  Public  Aid.   This  study  found  that 
the  child  care  disregard  promoted  use  of  informal,  cheaper, 
providers,  while  participants  in  Project  Chance  and  TCC  were  more 
likely  to  use  center-based  care  because  the  state  paid  the 
providers  directly  rather  than  making  parents  pay  and  wait  for 
reimbursement . 

Unfortunately,  CDF's  fifty-state  survey  found  that  a  number 
of  states  use  reimbursement  to  the  parent  as  their  sole  or 
primary  means  of  paying  for  FSA  child  care.   Ten  states  use  the 
child  care  disregard  as  their  only  way  of  paying  working 
recipients. 

RECOMMENDATION :  Federal  law  should  require  that  states  have 
at  least  one  mechanism  for  prospective  payment  of  AFDC  child  care 
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expenses,  including  for  families  using  the  child  care  disregard. 

III.   TRAHSinOHAL  CHILD  CARE  IS  AM  ESSENTIAL  BENEFIT  THAT 
STILL  FAILS  TO  REACH  MANY  POTENTIALLY  ELIGIBLE  FAMILIES. 

The  transitional  child  care  guarantee  ("TCC")  is  one  of  the 
great  promises  of  the  Family  Support  Act.   Many  families  that 
work  their  way  off  the  welfare  rolls  remain  poor.  For  these 
families,  child  care  help  may  be  a  lifeline  in  their  efforts  to 
remain  off  welfare:  the  Illinois  study  found  that  parents  who 
returned  to  the  welfare  rolls  after  leaving  for  employment  were 
most  likely  to  have  failed  to  receive  transitional  child  care 
assistance,  and  experienced  transportation  difficulties  and  job 
loss.   Those  Illinois  recipients  who  were  getting  TCC  saw  its 
help  as  "critical . "  Many  feared  they  would  not  be  able  to  keep 
their  jobs  without  it. 

Sadly,  across  the  country  it  appears  that  TCC  is  not 
reaching  thousands  of  potentially  eligible  families.   Early 
estimates  by  the  Congressional  Budget  Office  projected  that  by 

1991,  36  percent  of  children  potentially  eligible  for  TCC  would 
use  it  each  month.   Estimates  by  some  state  administrators 
projected  significantly  higher  utilization  rates. 

Actual  utilization  rates  for  the  first  year  of  TCC 
implementation  were  woefully  low  in  many  states  —  far  below 
CBO's  projections.   In  March  1991,  only  eight  states  managed  to 
provide  TCC  to  20  percent  or  more  of  potentially  eligible 
families.  [Calculations  by  the  Center  for  Law  and  Social  Policy 
based  on  federal  data]. 

There  has  been  steady  growth  in  TCC.   Nationally,  the 
monthly  caseload  rose  from  46,615  in  October  1991  to  63,398  in 
September,  1992.   The  federal  share  of  spending  for  TCC  benefits 
increased  from  57.1  million  in  FY  1991  to  $88.9  million  in  FY 

1992.  This  increase  is  good  news,  but  the  $88.9  million  expended 
in  FY  1992  remains  far  below  the  federal  spending  rate  of  $245 
million  CBO  projected  for  FY  1992,  based  on  its  modest 
expectation  that  36  percent  of  potentially  eligible  children 
would  receive  TCC. 

Because  TCC  is  potentially  so  important  to  helping  families 
stay  off  welfare,  it  is  essential  to  explore  why  utilization  is 
so  low.   A  recent  GAO  survey  of  state  administrators  identified 
five  factors  that  greatly  affect  utilization:  (1)  when  families 
are  informed  about  TCC;  (2)  the  amount  of  the  copayment;  (3)  the 
number  of  different  kinds  of  providers  authorized  to  receive 
TCC;  (4)  the  methods  used  to  notify  a  family  about  benefits;  and 
(5)  the  simplicity  or  complexity  of  the  process. 

The  GAO  findings  underscore  CDF's  conclusions  about  barriers 
to  TCC  eligibility  and  promising  approaches.   CDF  has  examined 
state  TCC  practices  in  states  with  promising  records.   Good 
outreach,  siaplified  procedures,  worker  training,  and  e^idiasis  on 
personal  contact  make  an  important  difference.  Successful  state 
practices  include: 

o  Providing  notice  about  trzuisitional  child  care  at  key 
tiaes  vhen   recipients  £u:e  likely  to  absorb  the  information. 

Rhode  Island  case  managers  describe  TCC  benefits  when  a  recipient 
enters  the  JOBS  program.   Washington  state  notifies  recipients 
about  TCC  when  they  find  a  job  (but  may  remain  temporarily 
eligible  for  AFDC  due  to  time-limited  earned  income  disregards). 
Administrators  indicate  notification  helps  generate  enthusiasm 
when  a  parent  enters  JOBS  and  provides  an  incentive  to 
participate. 

o  Providing  personal  or  individualized  contact  to  explain 
TCC.   Verbal  information  is  often  more  effective  than  a  written 
notice  (GAO's  report  found  that  more  than  three-quarters  of 


states  surveyed  had  written  notices  keyed  to  literacy  levels  of 
ninth  grade  or  above;  other  sources  show  that  the  average  young 
AFDC  mother  has  reading  skills  at  or  below  the  sixth  grade 
level).   Illinois  found  that  many  more  potentially  eligible 
families  applied  for  TCC  when  they  were  informed  about  the 
program  by  a  caseworker,  rather  than  through  a  letter.   Other 
states  have  had  success  in  improving  TCC  participation  through 
personal  outreach,  enrollment,  and  child  care  case  management 
efforts. 

o  Ensuring  'that  workers  understand  and  are  encouraged  to 
"Market"  the  program.   Overburdened,  undertrained  workers,  no 
matter  how  well-intentioned,  cannot  effectively  convey 
information  about  TCC  benefits.  States  and  localities  that 
emphasize  worker  training  appear  to  have  done  significantly 
better  in  enrolling  families.   Washington  state,  for  example, 
told  us  in  1990  that  they  believed  increased  staff  training  would 
result  in  increased  TCC  participation.   The  state  subsequently 
ranked  in  the  top  quarter  of  states  that  reported  their 
utilization  rates  to  GAO. 

o  Siaplifying  the  eligibility  process.   Federal  regulations 
require  that  TCC  be  provided  only  after  a  client  has  formally 
applied  for  benefits.   The  regulatory  application  requirement 
appears  to  be  a  significant  barrier.   Transitional  Medicaid 
benefits  do  not  require  such  an  application,  and  there  is  at 
least  limited  evidence  of  significant  differences  in  utilization 
of  the  two  programs.  Hawaii  reported  to  GAO  a  5  percent 
utilization  rate  of  TCC,  and  a  64  percent  utilization  rate  of 
transitional  Medicaid.   Nebraska  had  a  TCC  utilization  rate  of  27 
percent  and  a  transitional  Medicaid  rate  of  72  percent. 

RECOMMENDATIOW; 

o  Require  that  states  file  with  BBS,   as  part  of  their  nejct 
supportive  services  plan,  a  plan  for  how  they  will  uq>rove  notice 
to  potentially  eligible  families  of  TCC  benefits.   Provide 
enhanced  matching  funds  for  such  activities.   Such  activities 
could  include,  but  not  be  limited  to,  arrangements  with  resource 
and  referral  agencies  and  community-based  groups  to  provide 
personal  contact  and  counseling  to  potentially  eligible  families; 
personal  contact  or  personalized  written  materials  explaining 
TCC,  to  be  provided  by  the  state  at  key  junctures  in  the  JOBS  and 
employment  process;  development  of  outreach  materials  for  parents 
with  low  literacy  or  limited  English;  worker  training  and  review 
of  worker  counseling  on  the  benefits  of  TCC  as  a  part  of 
caseworker  evaluations;  and  training  of  day  care  providers  and 
other  social  service  agencies  serving  significant  numbers  of  low 
income  families.   Because  of  the  correlation  between  receipt  of 
TCC  and  ability  to  stay  off  the  welfare  rolls,  providing  an 
enhanced  match  for  improved  outreach  may  result  in  long-term  cost 
savings  as  families  are  linked  with  services  they  need  to  move 
towards  self-sufficiency. 

o  Clarify  that  states  need  not  require  a  request  from 
families  in  order  to  consider  their  eligibility  for  TCC.   We 

believe  that  the  FSA  does  not  require  such  a  request,  although 
HHS  regulations  do. 


The  child  care  guarantee  offers  enormous  hope  to  AFDC 
families  struggling  to  become  self-sufficient.   For  some  of  those 
families,  it  has  already  made  a  difference,  even  in  tight  fiscal 
times.   Others  await  our  efforts  to  ensure  that  it  achieves  its 
full  promise.   CDF  appreciates  the  opportunity  to  share  our 
findings  with  the  Subcommittee,  and  to  work  with  you  on  this  . 
issue. 
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Acting  Chairman  Matsui.  Thank  you,  Miss  Ebb. 
Ms.  Levin-Epstein. 

STATEMENT  OF  JODIE  LEVIN-EPSTEIN,  SENIOR  STATE  POLICY 
ANALYST,  CENTER  FOR  LAW  AND  SOCIAL  POLICY 

Ms.  Levin-Epstein.  Thank  you  very  much  Chairman  Matsui, 
Congressman  McDermott. 

The  Center  for  Law  and  Social  Policy  appreciates  this  opportuni- 
ty to  testify.  On  behalf  of  my  colleague,  Mark  Greenberg,  I  would 
like  to  extend  his  regrets  for  his  inability  to  join  you  this  afternoon 
due  to  a  death  in  his  family. 

While  my  statement  is  my  own,  I  must  admit  I  draw  a  great  deal 
from  Mark's  research  and  analysis  over  the  last  few  years.  I  would 
like  to  spend  some  time  reviewing  how  budgetary  pressures  and  de- 
cisions have  impacted  the  JOBS  program  in  a  number  of  different 
States,  and  at  the  end,  to  raise  some  questions  that  should  be  asked 
as  Congress  looks  ahead  to  welfare  reform. 

First,  to  add  to  Jo  Anne  Barnhart's  points  on  funding  in  her  dis- 
cussion, I  think  she  raised  the  right  questions.  The  good  news 
clearly  is  that  more  Federal  funds  are  being  spent  than  in  fiscal 
year  1991;  the  States  drew  down  60  percent  of  the  available  moneys 
and  in  fiscal  year  1992  we  expect  the  number  to  be  about  70  per- 
cent. 

The  discouraging  news  is  that  most  States  failed  to  collect  their 
full  Federal  allocation  and  some  States  left  large  amounts  unspent. 
A  disaggregated  State-by-State  review  of  the  aggregate  total  indi- 
cates that  while  14  States  in  fiscal  year  1992  are  expected  to  draw 
down  95  percent  or  more  of  the  funds,  fully  8 — fully  8 — will  likely 
draw  down  less  than  half.  And  as  Ms.  Barnhart  pointed  out,  this  is 
a  problem. 

The  fundamental  problem  before  us  is  that  funding  limitations, 
due  either  to  fiscal  constraints  or  due  to  the  lack  of  political  will, 
have  led  to  serious  problems  with  JOBS  implementation  in  a 
number  of  States. 

When  the  Family  Support  Act  was  enacted  in  1988,  attention  fo- 
cused on  the  consensus  achieved  in  changing  the  AFDC  program 
into  what  was  dubbed  a  "social  contract" — participation  in  ex- 
change for  support.  Now  State  funding  decisions  raise  the  question 
of  whether  government  is  able  to  live  up  to  its  end  of  the  contract. 

Funding  limitations  have  led  to  wait  lists,  closed  intakes — as  you 
just  heard  from  Nancy  Ebb,  fewer  referrals  into  education  pro- 
grams, greater  emphasis  on  lower  cost  services  and  a  host  of  other 
problems. 

For  example,  in  California,  the  wait  lists  continue  to  grow. 
Called  "registrants  awaiting  orientation,"  by  whatever  name,  the 
numbers  are  impressive.  In  Santa  Clara,  for  example,  the  number 
grew  more  than  threefold,  5,000  to  over  17,000  in  just  7  months. 
And  while  the  Governor's  budget  this  year  calls  for  full  State 
match,  there  are  at  least  two  developments  that  should  temper  our 
enthusiasm. 

First,  the  counties  in  California  must  come  up  with  about  30  per- 
cent of  the  match.  However,  the  Legislative  Analyst's  Office  al- 
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ready  recommends  that  the  State  assume  the  county  share  because 
the  counties  are  so  fiscally  distressed. 

Secondly,  the  Governor  wants  to  change  the  very  nature  of  the 
GAIN  program  to  focus  on  "short-term  employment,  rather  than 
long-term  education."  This  means  a  greater  emphasis  on  lower  cost 
services,  such  as  JOBS  search  and  diminished  support  for  more 
costly  investments  such  as  remedial  education. 

In  Iowa,  and  I  will  look  toward  Mr.  Grandy,  there  were  about 
3,000  individuals  on  a  waiting  list  as  of  February  1.  To  put  that 
number  in  context,  roughly  8,000  to  9,000  individuals  participants 
in  PROMISE/ JOBS  each  month.  The  budgetary  squeeze  in  Iowa  is 
not  driven  by  child  care  funding  issues  alone.  Indeed,  it  is  child 
care  combined  with  the  sheer  cost  of  educational  placements  and 
supportive  services,  such  as  transportation,  which  in  Iowa  and 
other  rural  States  are  quite  significant. 

In  Florida,  the  freeze  on  child  care  has  led  to  a  drop  in  educa- 
tional placements,  even  though  the  need  for  services  has  increased 
dramatically.  Child  care  is  estimated  to  be  frozen  in  about  80  per- 
cent of  the  State.  This  has  meant  that  200  fewer  persons  were  re- 
ferred to  education  at  a  time  when  the  number  of  entrants  into  the 
program  more  than  doubled,  from  25,000  to  over  50,000. 

An  estimated  3,000  more  persons  could  be  in  an  education  com- 
ponent today  but  cannot  be  because  of  a  lack  of  child  care.  How 
many  people  want  into  the  JOBS  program?  The  program  in  Florida 
is  almost  entirely  made  up  of  those  who  expressly  want  to  be  there. 

Some  might  argue  if  a  welfare  recipient  wants  education  and 
training,  the  recipient  must  be  the  "cream,"  but  Congress  express- 
ly established  requirements  for  States  to  serve  target  groups,  iden- 
tified because  they  were  either  long-term  recipients  or  at  risk  of 
long-term  receipt  of  welfare,  and  Florida  is  meeting  those  target 
group  requirements. 

The  fundamental  opportunity  before  us  is  to  take  stock  and  to 
learn.  The  experience  with  funding  limitations  in  JOBS  should 
inform  any  future  considerations  of  changes  to  the  welfare  system. 
Here  are  four: 

Investment.  Do  we  want  a  quality  program  or  a  quantity  pro- 
gram? Education  and  training  cost  more  than  job  search  or  job 
club.  Nevertheless,  most  States  are  now  using  much  more  of  their 
JOBS  funds  for  education.  This  likely  reflects  a  recognition  that 
livable  wage  jobs  require  an  individual  with  skills. 

Waiver  cost  neutrality:  Current  waiver  approval  criteria  require 
that  such  demonstrations  be  cost-neutral  to  the  Federal  Govern- 
ment. This  may  reward  States  that  cut  basic  AFDC  benefits  as  a 
means  to  show  savings.  It  also  means  that  tests  of  promising  long- 
term  investments  in  education  and  training  puts  a  State  at  greater 
risk,  both  because  the  services  are  expensive  and  because  any  sav- 
ings may  not  materialize  for  a  longer  period  of  time. 

Child  development:  Child  care  is  costly.  Infant  care  is  the  most 
expensive.  However,  we  also  need  to  ask  more  about  the  social 
costs — the  impacts  of  parental  participation  on  child  development. 
This  is  an  issue  that  largely  went  undiscussed  in  1988.  We  need  to 
really  think  it  through  this  time. 

Finally,  the  social  contract.  Participants  have  obligations,  but  so 
too  does  Government.  We  must  recognize  that  unless  we  provide 
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the  necessary  resources  for  quality  education,  training,  employ- 
ment services,  and  child  care,  it  is  unfair  to  suggest  that  poor  wel- 
fare families  do  not  want  to  better  themselves.  In  developing  a 
social  contract,  the  Government  has  an  enormous  responsibility  in 
defining  the  terms  and  delivering  its  part. 

Thank  you. 

Acting  Chairman  Matsui.  Thank  you  very  much,  Ms.  Levin-Ep- 
stein. 

Mr.  McDermott  will  be  back  in  a  few  moments. 

I  would  like  to  ask  each  of  the  panelists  a  question  if  they  want 
to  answer  it.  First,  CDF,  I  believe,  opposed  the  1988  bill  when  it 
came  out  of  conference,  is  that  correct? 

Ms.  Ebb.  We  opposed  it  when  it  came  out  of  conference,  not 
before. 

Acting  Chairman  Matsui.  I  know  there  was  a  mix  of  emotions. 
The  good  groups  really  had  a  difficult  time  because  there  were 
some  good  provisions  and  some  that  were  not  so  good.  I  ended  up 
voting  against  it.  In  fact,  I  was  one  of  the  few  that  refused  to  sign 
the  conference  report  and  I  have  to  say  I  have  never  been  put  on  a 
conference  since. 

Really,  that  was  the  last  time  I  was  asked  to  serve  on  a  confer- 
ence, 6  years  ago.  I  hope  I  will  get  one  now  with  all  the  changes. 

The  understanding  that  occurred  when  Sid  Johnson  and  all  of 
you  were  working  on  this  at  the  very  early  stage  was  that  there 
would  be  a  work  requirement  which  conservatives  wanted,  and,  of 
course,  there  would  be  a  benefit  increase.  And  then,  also,  the  bene- 
fits in  terms  of  the  infrastructure  would  be  fully  funded  and  taken 
care  of. 

As  the  process  moved  along,  however,  the  latter  was  cut  back  sig- 
nificantly. I  understand  the  obvious  difficulties  involved,  and  it  was 
just  a  very,  very  difficult  period  of  time  for  all  of  us  because  of  the 
cutbacks  and  the  budget  deficit  concerns  that  everyone  had. 

But  now  we  are  dealing  with  the  recession  and  with  the  States 
fiscal  problems,  and  a  growing  caseload — partly  because  of  the  re- 
cession and  partly  because  of  other  factors  I  think  the  previous 
panel  and  you  have  all  touched  upon.  At  the  same  time,  as  the 
years  go  ahead  the  participation  rate  requirement  will  increase. 

In  the  State  of  California,  as  you  mentioned,  they're  cutting  ben- 
efits. Even  though  the  initiative  failed  in  the  ballot,  it  was  done 
legislatively.  Furthermore,  the  Governor  recently  made  a  proposal 
that  there  be  100  percent  Federal  AFDC  financing  for  children  of 
illegal  immigrants,  and  that  has  become  a  big  issue.  The  Federal 
Government  is  not  going  to  be  able  to  do  that  because  we  don't 
have  the  resources  ourselves,  but  that  is  the  latest  budget  issue 
that  has  come  up  on  AFDC. 

How  are  we  really  going  to  deal  with  this  problem,  given  the 
fiscal  problems  of  the  States,  the  localities  and  the  Federal  Govern- 
ment, too?  You  all  know  that  in  the  5-year  budget  projection  we 
don't  have  funds  available,  even  though  we  are  hoping  to  move 
ahead  on  welfare  reform.  At  the  same  time,  I  don't  see  any  source 
of  revenues  in  the  next  6  or  8  months  to  be  able  to  deal  with  this. 
So  what  is  our  State  of  play  here  and  how  are  we  going  to  deal 
with  this? 
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Perhaps,  Ms.  Lav,  you  would  comment  first.  Maybe  you  don't 
want  to  comment,  because  I  think  this  is  the  $64,000  question  that 
we  are  asking  here. 

Ms.  Lav.  Well,  I  think  it  is  $64,000  question,  and  I  am  not  sure 
that  I  am  the  right  person  to  make  the  global  comment  or  the  first 
comment,  but  I  think  that  we  probably  can  think  of  some  things 
that  are  not  good  to  do. 

One  should  be  careful  to  at  least  work  within  what  is  possible 
and  not  say  we  are  going  to  do  a  major  welfare  reform  and  the 
States  are  going  to  pay  for  it.  Nor  should  welfare  reform  be  treated 
as  a  lightly  once  over  issue. 

A  lot  of  changes  that  would  be  important  in  welfare  reform  cost 
money  to  do  them  well,  and  I  think  that  would  caution  us  to  pro- 
ceed in  a  way  that  perhaps  doesn't  try  to  take  too  big  a  gulp  if  the 
money  isn't  available.  Underfunded  reforms  might  do  more  harm 
than  good. 

But  I  think  there  are  others  here  who  are  somewhat  expert  on 
the  totality  of  the  AFDC  program  and  reform  than  I  am. 

Mr.  Johnson.  I  would  agree  with  the  thrust  of  her  comments. 
With  respect  to  the  participation  rates,  we  opposed  them  at  the 
time. 

Acting  Chairman  McDermott.  I  understand. 

Mr.  Johnson.  We  did  not  succeed  on  that.  But  we  have  had  the 
concern  from  the  beginning  that  you  can  get  to  a  place  where  num- 
bers squeeze  out  quality  in  order  to  spread  programs  and  services 
to  meet  participation  requirements.  We  are  encouraged  that  we 
met  the  participation  rates  so  far,  and  it  looks  good  next  year,  but 
at  some  point  you  wonder  about  whether  hitting  a  mathematical 
target  means  that  you  have  placed  too  much  pressure  on  the  qual- 
ity of  the  services  that  are  offered.  That  is  a  continuing  concern  of 
ours. 

Acting  Chairman  Matsui.  And  then  as  we  increase  the  participa- 
tion rate,  as  I  guess  Ms.  Levin-Epstein  testified,  you  change  the 
nature  and  the  quality  of  the  kinds  of  programs  we  provide  to  re- 
cipients to  meet  the  numbers. 

Mr.  Johnson.  Exactly.  One  we  are  particularly  concerned  about, 
which  I  think  takes  effect  next  year  if  no  change  is  the  made,  is 
the  very  high  participation  rate  for  the  unemployed  parents.  It 
starts  at  40  percent.  That  is  a  huge  first  step.  And  as  we  look  at  all 
the  things  over  the  next  year,  that  is  one  we  would  like  to  address. 

Acting  Chairman  Matsui.  Thank  you. 

Ms.  Barnhart.  Mr.  Chairman,  in  an  effort  to  pick  up  and  contin- 
ue to  address  the  issue  from  several  different  vantage  points,  and 
in  the  interest  of  time,  I  want  to  pick  up  on  one  point  that  Sid 
made  related  to  the  whole  issue  of  quality  versus  quantity. 

We  have  currently  under  way  evaluations  of  the  JOBS  program 
in  eight  different  locations  across  the  country.  These  are  evalua- 
tions of  excellent  design,  random  assignments  and  experimental 
design,  that  will  be  able  to  give  some  very  good  indications  of  what 
some  important  factors  about  the  success  of  the  JOBS  program. 

Things  like:  are  there  welfare  savings;  are  earnings  actually 
higher?  That  was  a  point  addressed  by  the  previous  panel.  In  fact, 
do  work  and  training  programs  lead  to  higher  earnings  or  simply 
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just  to  people  getting  jobs.  I  happen  to  think  simply  getting  a  job  is 
positive  as  well. 

Another  important  point  it  is  going  to  deal  with,  and  it  was  spe- 
cifically designed  to  deal  with,  is  how  are  funds  better  spent?  What 
is  more  successful?  The  so-called  human  capital  model,  which  has  a 
heavy  emphasis  on  education,  and  things  that  I  think  oftentimes 
are  considered  as  quality  in  the  general  sense  versus  a  more  active 
work  model,  which  includes  things  like  job  search,  community 
work  experience,  on-the-job  training  and  so  forth. 

No  longer  being  in  HHS,  and  not  presuming  to  speak  for  what 
information  they  will  have  at  what  point  in  time,  I  can  tell  you 
when  I  left  the  Department  it  was  my  understanding  that  within 
this  year  we  should  have — HHS  should  have  preliminary  informa- 
tion available  from  those  evaluations  to  give  the  committee  some 
guidance  about  what  appears  to  be  working;  to  tell  us  if  what  hap- 
pened in  Riverside  County  a  truly  unique  phenomena  or  is  that  re- 
plicable  and  being  replicated  in  other  places  across  the  country, 
and  what  are  the  elements  that  make  it  particularly  successful? 

So  I  think  it  would  be  particularly  important  to  get  that  kind  of 
information.  Because  as  you  look  at  ways  to  alleviate  the  fiscal  con- 
straints in  the  States,  one  possible  approach  would  be  to  look  at 
some  adjustment  in  the  State  match  for  activities  that  so  far 
appear  to  be  proven  most  effective.  In  other  words,  some  sort  of  in- 
centive for  States  to  engage  in  what  we  have  evidence  of  or,  at 
least  preliminary  evidence,  is  most  successful  at  helping  people 
attain  self-sufficiency. 

Acting  Chairman  Matsui.  Again,  I  don't  want  to  hold  you  to 
this,  you  are  not  there  now,  but  when  was  the  study  scheduled  to 
be  released? 

Ms.  Barnhart.  They  were  actually  scheduled  for  5-year  evalua- 
tions. At  the  end  of  this  summer  we  will  be  just  about  halfway  into 
those  evaluations.  Or  at  least  certainly  almost  halfway.  And  it  was 
my  understanding  at  the  time  we  began  those  evaluations,  we 
should  be  able  to  get  at  least  some  preliminary  indications  about 
halfway  through  the  evaluation. 

So  these  would  not  be  definitive  figures  and  facts,  but  they  cer- 
tainly would  be  good  indicators,  I  think. 

Acting  Chairman  Matsui.  Thank  you. 

Ms.  Ebb.  These  are  very  difficult  questions.  I  think  it  is  essential 
when  we  are  looking  at  where  we  are  going  to  spend  scarce  re- 
sources for  human  capital  to  try  to  assess  where  they  will  have  the 
most  impact.  We  do  know,  for  example,  in  the  area  of  child  care 
that  our  investments  do  make  a  difference.  An  extraordinary  study 
in  Illinois  commissioned  by  the  welfare  department  documented 
the  barriers  that  lack  of  child  care  presented  for  AFDC  families, 
and  for  AFDC  families  who  go  off  the  rolls,  and  the  successes  of 
quality  child  care  interventions. 

This  is  an  area  where  it  does  make  sense  to  invest  our  capital. 
When  we  make  those  investments,  particularly  as  you  look  at  how 
these  issues  play  out  in  the  States,  it  is  essential  to  ask  what  we 
are  making  the  investment  for;  is  this  an  area  where  it  is  smart? 
Are  we  going  to  get  a  good  return  for  the  investment,  and  are  we 
asking  people  to  participate  in  programs  that  really  make  sense, 
given  those  limitations? 
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Acting  Chairman  Matsui.  Thank  you. 

Ms.  Levin-Epstein.  Just  two  points  that  I  think  often  get  over- 
looked as  we  talk  about  the  "squeeze,"  in  which  the  participation 
rates  are  on  the  increase,  particularly  the  UP  rates  are  very  dra- 
matic. But  what  really  often  doesn't  get  any  consideration  is  that 
our  current  costs  for  educational  placements  are  relatively  low. 
There  was  an  available  pool  of  slots,  and  as  the  program  grows 
that  pool  has  diminished,  so  the  JOBS  program  will  consequently, 
as  time  goes  on,  have  to  spend  more  money  for  those  kinds  of  slots. 
The  other  part  that  we  really  don't  pay  attention  to  is  that,  in  fact, 
the  overall  funding  level  for  many  of  these  years  that  we  are  in 
right  now  is  basically  static — at  the  same  time  as  the  participation 
rate  is  increasing.  Certainly  it  is  not  proportionate  to  the  number 
of  persons  that  will  have  to  be  added,  so  it  is  a  heavy-duty 
"squeeze." 

Mr.  Johnson.  Could  I  add  one  thing?  As  you  pointed  out  6  years 
ago,  welfare  reform  is  a  two-generation  strategy.  We  are  trying  to 
help  the  mothers,  and  we  are  trying  to  help  the  kids.  If  child  care 
is  of  a  decent  quality,  you  are  honoring  that  part  of  that  commit- 
ment, and  if  there  is  a  good  education  and  training  program,  you 
are  honoring  part  of  that  commitment.  I  think  often  when  we  get 
into  the  squeeze  about  how  far  the  money  reaches  or  how  many 
are  required  to  participate,  you  start  to  lose  the  two  generation  ap- 
proach. We  are  interested  in  getting  decent  jobs  for  those  women 
now  because  that  is  good  for  their  families,  and  we  are  hoping  to 
give  those  kids  the  very  best  chance  never  to  be  on  welfare. 

Acting  Chairman  Matsui.  One  other  area  that  I  am  interested  in 
is  child  support  enforcement  area,  and  we  will  be  asking  you  to 
come  back  at  some  future  date  to  talk  more  about  this  because  we 
are  looking  at  it.  Certainly  we  want  to  wait  for  the  administration 
to  come  in  with  its  package,  so  we  are  really  not  ready  to  say  how 
child  support  enforcement  and  welfare  changes  will  be  linked  be- 
cause we  do  want  to  see  what  the  administration  says.  But,  do  any 
of  you  see  child  support  enforcement  and  the  notion  of  child  sup- 
port assurance  playing  a  significant  role  in  this  whole  area,  and 
will  it  make  enough  of  a  contribution  so  that  it  could  help  alleviate 
some  of  our  funding  problems  at  the  State,  local,  and  Federal  level? 
I  have  heard  numbers,  and,  of  course,  we  will  have  to  verify  them 
through  the  process  of  research,  of  anywhere  from  $12  to  $15  bil- 
lion a  year  being  lost  through  child  support  orders  that  are  not 
being  enforced.  Does  anybody  have  any  thoughts  on  that? 

Mr.  Johnson.  It  is  a  primary  interest  of  ours.  In  fact,  the  task 
force  we  set  up  to  look  at  self-sufficiency  is  aimed  at  looking  at 
both  welfare  reform  proposals  and  child  support  enforcement  and 
assurance  proposals.  We  think  there  is  a  huge  gap,  as  you  say,  in 
terms  of  lost  payments.  There  are  something  like  15  million  chil- 
dren that  are  due  child  support,  but  don't  receive  it.  And  this 
doesn't  include  the  kids  for  whom  there  is  no  court  order  or  no 
agreement  who  aren't  receiving  child  support  payments  from  their 
absent  parents.  State  human  service  department  commissioners 
are  very  interested  in  strengthening  child  support  enforcement, 
and  they  are  looking  at  the  assurance  proposal,  perhaps  by  demon- 
strating it  in  some  States  and  seeing  how  it  would  work.  But  we 
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have  a  great  interest  in  that  field,  and  would  like  to  work  with 
you. 

Ms.  Barnhart.  One  comment  I  would  make,  Mr.  Chairman,  in 
the  whole  area  of  child  support  enforcement,  goes  back  to  a  point 
Sid  made  in  his  statement  about  the  Family  Support  Act  really 
being  in  its  infancy  stages,  although  it  passed  6  years  ago.  I  am 
sure  that  is  hard  for  many  people  to  appreciate,  but  particularly 
with  regard  to  the  Child  Support  Enforcement  Program,  the  provi- 
sions in  the  Family  Support  Act  were  phased  in  over  time,  and,  in 
fact,  many  of  those  provisions  did  not  take  effect  until  just  last 
year  and  even  the  review  and  modification  for  every  3  years  is 
taking  effect,  just  took  effect  this  past  October  1st.  So  although  it  is 
many  days  and  years  from  the  time  of  passage  by  the  Congress, 
some  of  these  things  are  still  relatively  new  in  the  States. 

I  would  point  out  that  one  of  the  earlier  provisions  to  take  effect 
were  the  paternity  rates,  establishment  of  paternity  rates  targets. 
That  is  an  area  where  we  have  seen  dramatic  strides  made  in  the 
States.  I  can't  remember  the  exact  number,  but  I  believe  the  pater- 
nity has  increased  80  percent  in  the  very  first  year  after  that  re- 
quirement went  into  effect,  and  much,  much  higher. 

We  were  seeing  a  normal  rate  of  increase  in  paternities,  but  this 
was  a  marked  increase  in  the  rate  of  increase.  So  I  think  that  as 
some  of  these  other  provisions  have  an  opportunity,  a  longer  time 
to  take  effect,  you  will  begin  to  see  some  more  positive  things  hap- 
pening in  child  support.  It  would  be  important  to,  I  think,  factor 
that  into  any  consideration  of  the  committee  in  terms  of  making 
changes  in  that  area  I  know — I  will  say  as  a  former  administrator 
in  AFDC  and  in  child  support  enforcement  that  one  of  the  concerns 
the  States  have  made  historically  over  time  is  that  constant 
changes  in  these  programs  create  a  kind  of  churning  and  a  moving 
of  resources  and  targeting  of  effort  to  the  administrative  machin- 
ery— so-called  machinery  of  the  bureaucracy — in  simply  making 
these  things  take  effect.  So  I  think  that  is  an  important  consider- 
ation in  terms  of  the  sort  of  lost  cost  for  the  time  and  effort  that 
the  States  spend  in  changing  gears. 

Acting  Chairman  Matsui.  Thank  you. 

Ms.  Ebb.  Nationally  the  performance  of  State  child  support  en- 
forcement agencies  reflect  some  really  significant  improvements  as 
a  result  of  the  child  support  enforcement  amendments  of  1984  and 
the  Family  Support  Act.  We  are  still  dealing  with  some  very  trou- 
bled programs  where  the  paternity  establishment  rate,  depending 
on  which  figures  you  look  at,  hovers  between  30  to  40  percent  na- 
tionally with  some  States  like  Washington  State  doing  significantly 
better,  and  with  collections  in  only  19.3  percent  of  all  cases  served 
by  State  child  support  enforcement  agencies.  I  think  there  is  enor- 
mous potential  for  improvement  and  consensus  is  beginning  to  de- 
velop about  some  of  the  strategies  that  have  been  successful  in 
some  States  that  could  be  replicated  elsewhere,  both  in  the  areas  of 
paternity  and  in  collections. 

Better  child  support  enforcement  coupled  with  assured  child  sup- 
port benefits,  is  very  important  as  a  piece  of  a  strategy  to  help  end 
welfare  as  we  know  it,  so  it  is  something  we  are  very  interested  in 
pursuing. 

Acting  Chairman  Matsui.  Thank  you. 
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Ms.  Levin-Epstein.  The  Center  for  Law  and  Social  Policy  in- 
cludes in  its  principal  mission  child  support  enforcement  and  child 
support  assurance.  I  just  want  to  agree  with  the  thrust  of  all  the 
comments  that  have  preceded  and  let  you  know  that  we  have  just 
completed  an  in-depth  interview  series  with  about  300  women  who 
are  supposed  to  be  receiving  child  support  each  month,  and  what  is 
very  interesting  about  this  research  is  that  it  shows  the  speed  with 
which  the  absence  of  child  support  plummets  the  family  into  pover- 
ty and  on  to  AFDC,  and  it  really  does  underscore  the  necessity  for 
moving  rapidly  and  effectively  with  enforcement.  We  would  be 
very  happy  to  share  an  executive  summary  of  this  report. 

Acting  Chairman  Matsui.  We  would  like  that  if  you  wouldn't 
mind.  You  know,  one  of  the  problems  with  child  support  assurance 
is  that,  to  many  members  who  have  heard  of  this,  it  comes  across 
as  a  middle-class  entitlement  program. 

For  example,  some  members  have  asked,  "would  this  mean  Ivana 
Trump  would  be  able  to  receive  support  payments  from  the  Federal 
Government  or  from  a  governmental  agency?"  And,  of  course,  the 
answer  is,  yes,  because  everybody  would  be  treated  equally — except 
for  the  fact  that  we  would  be  reimbursed  by  Donald  Trump.  The 
problem  is  that  it  could  look  more  like  a  middle-class  entitlement 
program.  That  is  a  burden,  I  think,  that  the  advocacy  groups  will 
have  to  begin  to  work  on.  You  need  to  educate  people  that  the  idea 
is  to  take  the  stigma  out  of  the  payments,  to  put  people  in  a  situa- 
tion where  they  are  guaranteed  a  certain  level  of  benefits,  and  to 
reward  people  for  going  out  to  work  and  make  more  money. 

I  don't  think  that  has  yet  been  understood,  so  there  is  going  to 
have  to  be  an  educational  process.  I  know  it  may  seem  early,  but  it 
is  not  very  early  because  much  depends  on  the  timing  of  the  initia- 
tive. I  am  sure  there  is  going  to  be  pressure  on  us  to  move  sooner 
rather  than  later,  although  it  is  my  hope  that  we  do  this  very  de- 
liberately. I  don't  want  to  take  any  precipitous  action  because  we 
need  more  data,  and  we  want  to  make  sure  we  do  it  right.  Are 
there  any  other  comments? 

If  not,  Mr.  McDermott  had  some  constituents  to  see,  and  he  is 
still  tied  up  with  them,  and  he  didn't  want  to  keep  us  here.  I  would 
like  to  thank  all  five  of  you.  I  do  appreciate  the  fact  that  you  were 
all  here  a  little  before  1  and  are  here  3  hours  later,  but  this  was 
very,  very  important  to  the  subcommittee,  and  helpful  to  me  in 
particular.  Certainly  I  do  keep  abreast  of  this  issue  and  hear  from 
all  of  you  in  terms  of  your  expertise,  and  so  I  look  fonvard  to  work- 
ing with  you  and  will  be  calling  upon  you  again.  I  hope  you  under- 
stand that,  and,  again,  thank  you  very  much.  The  subcommittee  is 
adjourned. 

[Whereupon,  at  4:09  p.m.,  the  hearing  was  adjourned.] 

[Submissions  for  the  record  follow:] 
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Mr.  Chairman  and  Members  of  the  Committee: 

Thank  you  for  giving  us  the  opportunity  to  submit  our  written  comments  to  the 
subconmiittee  on  Human  Resources. 

We  will  respond  to  the  questions  posed  by  the  Committee  and  then  respond  to  some 
of  the  written  testimony  submitted  by  persons  who  were  invited  to  testify. 

First,  we  would  like  to  make  a  general  comment  about  public  hearings.  In  the 
California  State  Legislature,  any  person  may  appear  before  a  Committee  and  testify. 
In  Congress,  it  is  by  "invitation  only".  We  believe  the  time  is  ripe  for  a  change.  In  this 
free  country  any  person  should  have  a  right  to  address  its  representatives  at  a  public 
hearing. 

How  much  do  we  spend  on  the  poor? 

Very  little.  Most  of  the  money  goes  to  the  bureaucracy.  Heritage  Foundation  alleges 
that  the  U.S.  Government  spends  over  $250  billion  a  year  on  the  poor.  This  figure  is 
an  intentional  misstatement  and  a  manipulation  of  statistics  to  mislead  Americans. 

We  consider  payments  to  the  poor  to  be  checks  made  out  to  the  family  to  pay  for  the 
rent,  utilities,  clothing  and  food.  Funding  for  the  JOBS  program  is  not  an  expenditure 
for  the  poor,  rather  it  is  an  expenditure  to  pay  bureaucrats  to  forcibly  make  welfare 
recipients  do  what  they  tell  them  to  do  or  reduce  their  AFDC  benefits  by  30  to  40 
percent  a  month. 

We  beUeve  that  most  of  the  administrative  funding  now  being  given  to  bureaucrats 
should  be  paid  directly  to  the  poor.  Now  that  would  be  "reform".  Increasing  expendi- 
tures for  bloated  to  bureaucrats  and  calling  it  "reform"  is  a  misnomer  —  it  should  be 
called  welfare  "deform". 

Mr.  Gary  Burtless  of  the  Brookings  Institute  said  it  best  in  his  written  testimony: 

"Social  welfare  spending  over  the  past  three  decades  has  substantially 
improved  the  living  standards  of  many  poor  families.  ...But  a  big  share 
of  the  increased  spending  was  concentrated  on  the  lucky  poor  insured  by 
our  social  insurance  programs-  the  aged  and  the  temporally  or  perma- 
nently disabled.  Most  of  the  remainder  was  poured  into  in-kind  benefit 
programs  that  raised  particular  kinds  of  consumption-but  not  the  cash 
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incomes-of  the  poor.  The  problem  of  income  poverty  remains  acute  for 
important  classes  of  Americans.  Sadly,  it  has  not  become  any  less  acute 
over  the  past  14  years." 

It  is  evident  that  income  poverty  is  the  major  problem  for  the  families  of  America  and 
so  far,  it  has  been  addressed  by  providing  more  "in-kind  benefit  programs"  which  are 
not  effective  to  address  poverty  for  the  families  and  children  of  America. 

Why  are  AFDC  caseloads  growing  so  fast? 

Very  simple-the  rich  got  richer  and  the  poor  got  poorer.  Jobs  have  left  America  and 
the  new  jobs  created  under  the  Republicans  pay  minimum  wage,  which  is  not  enough 
to  support  a  family. 

We  also  believe  that  the  enactment  of  the  JOBS  program  has  contributed  to  the 
increase  in  the  AFDC  caseload  as  explained  below. 

What  impact  have  recent  State  budget  problems  had  on  AFDC  and 
related  programs? 

Related  programs,  such  as  JOBS,  have  experienced  increased  funding  compare  to 
"payments  to  Aid  to  families  and  children."  When  States  decide  to  attack  poor  families' 
and  children's  programs,  they  don't  go  after  the  over  bloated  bureaucracy,  rather  they 
attack  them  by  taking  food  out  of  the  mouths  of  children.  Then  also  have  people  like 
California's  Governor  Pete  Wilson  who  publicly  says  we  need  to  cut  benefits  for 
children  while  giving  more  money  to  bureaucrats. 

California  reduced  AFDC  by  10%  not  by  Republicans,  but  by  Democrats.  As  a  life-long 
Democrat.  1  am  ashamed  of  my  party  for  callously  attacking  poor  families  and  children 
in  California. 

Are  increases  in  the  AFDC  budget  responsible  for  the  State  budget 
problems? 

Not  in  California.  It  is  the  reduction  of  defense  spending  and  the  recession.  But  who 
gets  the  blame?  Poor  children  and  their  families. 

Nationally  the  same  is  true.  But  poor  families  and  children  of  America  are  the  best 
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target  to  place  the  "blame"  on  for  a  magnitude  of  problems  in  our  society,  for  children 
don't  vote.  Thus  in  many  States  Governors  and  Legislatures  have  launched  mean- 
spirited  attacks  against  the  AFDC  program. 

California's  Governor  launched  a  big  campaign  against  AFDC  recipients  when  he  was 
facing  a  deficit  in  excess  of  $10  billion.  The  entire  General  Fund  Cost  of  the  AFDC 
program  is  about  $6  billion.  -   •■''^■• 

Discussion  about  the  California 
JOBS  program  icnown  as  GAIN 

The  GAIN  program,  which  is  the  California  JOBS  program,  has  been  a  total  failure  in 
California.  A  recent  study  by  MDRC  reveals  the  wastefulness  of  the  GAIN  program. 
This  study,  released  in  late  1992,  reveals  that  persons  participating  Ln  the  GAIN 
program  earned  $271  more  in  twelve  (12)  months  than  those  who  were  not  forced  to 
participate  in  the  GAIN  program.  Mr.  Chairman,  this  is  less  than  80<f  a  day,  which  in 
many  cities,  does  even  cover  bus  fare.  The  study  further  reveals  that  as  a  result  of 
making  this  additional  $271  a  year,  the  State  saved  $281  from  that  same  family. 

GAIN  costs  average  out  to  about  $  1 .000  per  registrant.  A  registrant  is  one  who  has  not 
participated  in  the  program,  but  simply  has  registered  with  the  GAIN  program.  (It 
should  be  noted  that  in  California  just  about  every  person  is  "automatically"  registered 
with  the  GAIN  program.) 

The  primary  goal  of  GAIN  program  was  to  make  welfare  recipients  "self-sufficient." 
There  is  no  evidence  that  any  JOBS  propagandist  can  produce  to  show  that  the  JOBS 
program  has  been  able  to  move  its  participants  out  of  poverty.  All  of  the  studies 
confirm  one  simple  fact-JOBS  does  not  get  welfare  recipients  out  of  poverty- period. 

However,  in  California,  GAIN  has  been  very  successful  in  "sanctioning"  GAIN 
participants  for  not  participating  in  the  GAIN  program.  A  family  sanctioned  means 
their  benefits  are  reduced  by  30-40  percent  a  month.  From  July  1,  1992  through 
December  31,  1992  in  California  6.331  families  were  sanctioned,  while  only 
4,572  families  obtain  employment  that  resulted  in  termination  of  AFDC 
benefits.  It  should  be  noted  that  there  is  no  evidence  that  any  of  these  jobs  were 
obtained  as  a  direct  result  of  the  GAIN  program. 
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GAIN  Sanctions  v.  Employment  That 
Resulted  In  Termination  of  AFDC  Benefits 
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Finally,  we  point  out  that  caseloads  have  gone  up  with  the  enactment  of  the  JOBS 
program.  In  the  past,  AFDC  recipients  were  able  to  get  off  welfare  by  getting  married, 
or  by  getting  jobs  on  their  own.  But  with  the  enactment  of  the  JOBS  program, 
recipients  have  lost  the  ability  to  "independently"  embark  on  the  road  to  "indepen- 
dence" and  have  been  forced  to  become  "dependent"  on  their  new  "JOBS  bureaucrat". 
And  of  course  "dependency"  results  in  more  "dependency"  because  the  JOBS  program 
does  not  entitle  AFDC  recipients  to  make  decisions  of  how  they  are  going  to  achieve 
"independence."  All  they  have  to  do  is  obediently  follow  the  directions  of  their  JOBS 
bureaucrat  and  they  will  not  be  sanctioned. 


Transitional  Child  Care 

Transitional  Child  Care  has  been  a  total  failure  in  Califomia.  In  1992,  we  did  a  survey 
of  the  Transitional  Child  Care  program  participation  rates  and  the  participation  rates 
in  the  Transitional  Medicaid  program.  It  should  be  noted  that  both  of  these  programs 
were  part  of  the  Family  Support  Act  of  1988.  The  eligibility  requirements  are  identical 
except  that  those  eligible  get  Transitional  Medicaid  do  not  have  to  apply  for  such 
benefits,  whereas  families  needing  Transitional  Child  Care  have  to  apply  to  receive 
those  benefits.  Graph  #1  reveals  the  difference  in  the  participation  rates  based  on  the 
"application  requirement". 
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Comments  about  the  APWA 
Testimony  before  the  Committee 

The  APWA  representative  provided  misleading  testimony  the  Committee  in  stating 
that  the  growth  in  the  AFDC  caseload  resulted  in  the  groAvth  of  $20  billion  in  Medicaid 
spending,  which  is  not  correct  and  appears  to  be  "welfare  bashing"  by  APWA.  What 
he  does  not  say  is  that  80%  of  the  Medicaid  spending  goes  for  nursing  homes  and  SSI 
recipients. 

APWA  proudly  pointed  out  that  the  JOBS  program  was  a  success  in  California,  but 
his  testimony  fails  to  honestly  tell  the  Committee  what  the  report  found.  As  indicated 
above,  the  MDRC  report  findings  inadvertently  reveal  that  the  JOBS  in  California  is 
a  total  failure,  rather  than  a  success  as  the  "workfare  propagandists"  insist  on. 

The  APWA  representative  now  wants  Congress  to  give  them  more  JOBS  money.  More 
money  for  their  "bureaucrats"  to  force  more  participants  in  the  JOBS  program  who 
will  become  vulnerable  to  the  mean-spirited  sanctions  of  the  JOBS  program.  We 
believe  this  is  the  primary  purpose  of  the  GAIN  program  in  California,  and  we  believe 
in  many  other  parts  of  the  County. 
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Mr.  Chairman,  we  categorically  oppose  giving  more  money  to  JOBS  bureaucrats.  If 
you  have  money  to  spare,  give  it  to  families  vvith  children  by  passing  reforms  to  stop 
punishing  families  for  getting  married  and  stop  punishing  families  for  working.  But 
don't  waste  money  on  JOBS  bureaucrats! 

The  final  comment  on  APWA  is  their  statement,  "We  also  support  efforts  to  encourage 
thoughtful  state  experimentation  in  welfare  policy"  and  then  called  upon  the  Clinton 
Administration  to  "streamline  and  expedite  review  and  approval  process"  of  waiver 
requests  firom  states. 

As  you  know  Mr.  Chairman,  many  of  these  waivers  are  not  "thoughtful  experimenta- 
tion" by  any  stretch  of  an  imagination.  They  are  mean-spirited,  phony  waiver  requests 
to  inflict  irreparable  harm  upon  Americas  poor  families  and  children  and  use  them  as 
involuntary  participants  in  State  Experiments-designed  to  reduce  benefits  or  induce 
behavior  modification  through  punishment.  The  APWA  seems  to  think  that  making 
families  homeless  and  children  is  a  "thoughtful  experimentation". 

We  believe  "thoughtful  experimentation"  is  what  is  happening  today  in  the  Food 
Stamp  program.  Federal  regulations  provide  that  no  Food  Stamp  waiver  may  result 
in  the  loss  of  Food  Stamp  benefits.  In  this  program,  no  participant  should  be  hurt  as 
a  result  of  the  issuance  of  the  waiver. 

Moreover,  to  assure  that  the  experimentation  is  "thoughtful"  HHS  should  examine 
each  experiment  very  carefully,  rather  than  rubber  stamping  the  waiver  requests  as 
requested  by  the  APWA  representative.  The  waiver  should  be  limited  to  the  number 
of  persons  scientifically  needed  to  prove  a  point,  not  to  have  a  100  persons  in  the 
control  group  receiving  a  fuH  grant  and  the  rest  of  the  state  in  test  group  receiving  a 
reduced  grant,  like  many  state  waivers  supported  by  APWA  and  approved  by  HHS. 

Comments  on  the  statement  of  Jo  Anne  Barnhart 

We  oppose  the  recommendation  of  Ms.  Barnhart  to  lower  the  state  matching  rate  for 
the  JOBS  program.  We  believe  that  if  the  JOBS  program  is  a  good  program,  then  the 
States  should  be  glad  to  put  up  the  money.  If  the  program  is  a  "turkey"  then  we  can 
understand  why  States  are  not  putting  their  own  money  up  and  want  the  federal 
government  to  give  them  the  money. 
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Where's  the  gain  in  GAIN? 

To  quote  The  Bee's  April  23  report 
"State  makes  gains  in  helping  wel- 
fare recipients  find  work"':  "California's 
program  to  put  welfare  recipients  to 
work  has  been  more  successful  than  ex- 
pected." What  success?  The  Bee  reports 
that  the  average  single-parent  welfare 
family  increased  gross  earnings  by  S271 
a  year  -  just  74  cents  a  day  -  and  col- 
lected S281  less  in  public  assistance. 
Did  the  family  end  up  with  $10  less 
■spendable  income?  That  was  not  clear. 

The  GAIN  program  serves  about 
60,000  unduplicated  participants,  con- 
trar\'  to  The  Bee's  report  of  175,000,  a 
figure  probably  achieved  by  recounting 
those  who  are  bounced  from  one  train- 
ing program  to  the  next.  The  total  cost 
for  the  G.AIN  program  is  .S326  million 
annually  Per  participant.  California 
spent  an  average  S5,433  a  year.  That 
means  it  took  .S5,433  to  help  one  AFDC 
family  earn  an  additional  S271  a  year 
while  the  famiHes'  AFDC  benefits  were 
reduced  by  $281.  But  then  who  says 
GAIN  was  created  to  help  the  poor?  Bu- 
reaucrats were  the  ones  who  got  the 
real  jobs,  while  AFDC  families  got  the 
crumbs. 

What  the  article  failed  to  mention  is 
that  each  year  about  12.000  innocent 
children  have  their  families'  AFDC  ben- 
efits reduced  by  30  percent  or  more  for 
.-everal  months  di^e  to  their  parents'  al- 


leged non-cooperation,  with  the  GAIN 
program.  Generally  this  non-coopera- 
tion is  due  to  lack  of  child  care  anc!/or 
transportation.  This  feature  of  the 
GAIN  program  deprives  children  of  at 
least  $6.60  a  day  for  several  months. 
Compare  that  to  74  cents  a  day  of  al- 
leged increase  in  earnings. 

Kevin  M.  Aslanian 

Legislative  advocate 

Coalition  of  California 

Welfare  Rights  Organizations 

Michael  D.  Bowman 

Legislative  advocate 

Capitol  Resource  Institute 

Sacramento 
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Janice  Hays 

Chief  Counsel 

Cosnaittee  on  Hays  and  Keans 

U.S.  House  of  Representatives 

1102  Longworth  House  Office  Building 

Hasbington,  D.C.   20515 

Re:  Subconmittee  on  HUaan  Resources 

Oversight  hearing  on  AFDC  program,  including  JOBS 

Dear  Hs.  Hays: 

John  Bouman,  supervisor  of  the  Welfare  Law  proqraa 
at  the  Legal  Assistance  Foundation  of  Chicago  {"lAFC") , 
testified  at  the  Subconsiittee's  field  besuring  in 
Chicago  on  May  29,  1992,  concerning  the  history  and 
current  status  of  Illinois'  JOBS  progran  and  its 
predecessors.  Daniel  Lesser  is  a  staff  attorney  at 
lAFC  who  is  a  welfare-to-work  specialist  funded  by  the 
Woods  Charitable  Fund. 

In  this  subaission  to  the  Subcomnittee ,  we  would 
liJce  to  reference  John's  earlier  testimony  as  we 
believe  the  points  made  therein  are  still  relevant,  fte 
also  think  it  is  important  to  bear  in  mind  the  history 
of  this  and  other  State's  welfare-to-work  prograas  for 
the  AFDC  population  since  the  legacy  of  the  past 
remains  with  us  and  should  inform  how  we  shape  our 
programs  in  the  future.  We  never  start  from  scratch  — 
to  the  extent  past  programs  have  been  misguided  and 
punitive-oriented,  there  is  a  bad  history  that  needs  to 
be  addressed  emd  cleared  away  before  these  programs  can 
reach  their  potential  for  laproving  people's  lives. 

We  would  like  to  briefly  make  the  following 
points,  all  of  which  either  sumiuirize  testimony  we  and 
others  presented  at  the  field  hearing  or  are  logical 
inferences  from  that  testimony  that  bear  on  the  current 
welfare  reform  debate. 
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Relax  DrOT  Down  Rnl—  aad  laer^as*  rmOmr*!   ymxlinq 

The  inability  of  states  under  current  bodget  constraints  to 
draw  down  availeJ^le  matching  funds  is  veil  documented  and  need  not 
be  belabored.  Illinois'  record  in  this  regard  is  one  of  the  worst 
in  the  nation.  Any  new  matching  fomula  should  substantially 
increase  the  percentage  of  federal  participation  but  should  retain 
the  simplicity  of  the  current  forwula. 

The  proposed  "2  years  and  oiit"  approach  to  welfare  reform  adds 
great  urgency  to  the  need  for  vastly  expanded  federal  funding  of 
the  JOBS  program,  along  with  a  real  jobs  creation  plan.  The  price 
tag  for  the  intensive  case  manageaent  services  and  supportive 
services  needed  will  be  high,  although  a  good  investment  in  the 
long  run . 

Eliminate  or  Prastically  Revise  the  20  Hoar  Rule 

Again,  the  incompatibility  of  this  rule  with  virtually  all 
education  activities  has  been  well-documented.  Pre-secondary  adult 
education  activities  (literacy,  basic  education,  English  as  a 
Second  Language,  G.E.D.)  generally  are  not  available  for  more  than 
12  hours  per  week  in  the  Chicago  area.  A  full-tine  A. A-  or  B.A. 
program  is  likewise  12  hours.  Doubling  the  number  of  hours 
credited  for  education  activities  would  solve  this  problea. 

There  is  another  profound  problem  with  the  20  hour  rule, 
however.  This  problem  was  spotlighted  in  the  compelling  testimony 
presented  at  last  May's  Chicago  field  hearing  by  Toby  Herr, 
Director  of  the  nationally  renowned  Project  Hatch  program-  Project 
Match's  field  research  has  found  that  for  many  AFDC  recipients  who 
have  been  out  of  school  and  the  job  aarket  for  a  stibstantial  period 
of  time,  20  hours  is  far  too  intense  a  commitment  at  the  beginning, 
and  frequently  leads  to  failure  and  even  greater  alienation.  They 
have  also  found  the  importance  of  broadening  the  array  of 
activities  that  should  count  as  aiithorized  JOBS  activities,  at 
least  initially  —  e.g.,  volunteering  at  a  child's  school,  serving 
on  a  tenant  advisory  board — to  begin  encouraging  the  type  of 
socially  productive  behavior  that  will  start  participemts  on  the 
road  off  of  welfare. 

Eliminate  work  Disincentjys  _of  _ge!aeral_g«rpe<l  Incoae  IhiX— 

The  c\irrent  30  and  a  third  disregard  system  is  a  coa^lete 
failure  and  should  be  entirely  scrapped.  The  Illinois  Department 
of  Public  Aid  has  proposed  a  draaatic  new  method  of  earned  income 
budgeting  that  accomplishes  the  objective  of  creating  solid 
financial  incentives  to  work  and  is  far  simpler  than  some  of  the 
"fill  the  gap"  and  other  budgeting  schemes  used  elsewhere.   The 
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Departjaent  has  proposed  that  ATDC  recipients  be  pemitted  to  X«^ 
$2  out  of  evei-y  $3  earned  —  e.g.,  the  client  who  earns  $300  per 
■onth  will  have  their  grant  reduced  by  $100.  We  strongly  endorse 
and  support  this  siaiple  and  straightforward  approach  to  solving  the 
cxxrrent  work  disincentive  pxx>blea. 

KliM^Mf  Sanctions  fro«  the  JOBS  Prooraa 

We  propose  this  at  the  risk  of  not  being  taken  seriously,  in 
light  of  the  aagnitude  of  the  other  changes  to  welfare  policy  being 
proposed,  in  particular  the  two  yeeir  and  out  framework,  current 
sanctions  policy  needs  to  be  entirely  re- thought. 

If  a  ti»e-liaited  system  is  adopted,  then  that  in  itself  will 
provide  the  "stick"  to  encourage  participation.  Additional 
pressure  and  additional  resources  need  not  be  devoted  to  pirovide 
interim  sticks  along  the  way  to  running  out  of  tise  in  the  system. 

Aside  from  the  expenditure  of  reso\irces  on  the  sanctions 
aachinery,  including  compliance  with  due  process  requireiaents, 
having  sanctions  as  part  of  the  JOBS  program  fails  to  recognize 
perhaps  the  most  basic  field  lesson  about  the  JOBS  program  and  thus 
fundamentally  undermines  the  effectiveness  of  the  prograB.  As  Toby 
Herr  of  Project  Match  has  explained,  leaving  welfare  is  not  a  one 
step  event  about  getting  a  job,  ratber  it  is  a  long  and  difficult 
process  about  growth  and  development.  Px^oject  Match's  field 
research  has  shown  that  the  initial  placement  in  a  school  or  a  jc* 
usually  fails,  and  that  long-term,  supportive  case  management  is 
essential  if  clients  are  to  boxmce  back  from  the  initial  and  other 
setbacks.  Nor  is  leaving  welfare  a  linear  process.  Individuals 
with  low  basic  skills  generally  must  work  for  a  while  before  they 
make  the  connection  between  acquiring  skills  and  finding  a  decent 
job,  and  are  ready  to  make  the  substantial  ccinmitment  to  school 
that  success  requires. 

Achieving  success  on  the  "incremental  ladder  to  self- 
sufficiency"  that  Ms.  Herr  describes,  a  process  that  conaonly 
involves  two  steps  forward  and  one  step  back,  requires  supportive 
case  management.  This  supportive  and  trusting  relationship  cannot 
be  established  when  the  JOBS  case  manager  is  responsible  for 
initiating  the  sanction  process.  Clients  will  not  trust  JOBS  case 
managers  and  confide  in  them  as  long  as  they  know  that  what  they 
say  and  reveal  can  and  will  be  used  against  them. 

Eliminating  sanctions  from  the  JOBS  program  would  not 
necessarily  leave  the  program  as  a  purely  volunteers  progiram,  as 
currently  understood.  As  earlier  explained,  the  program  will  not 
be  entirely  voluntary  if  and  when  the  AFOC  program  becomes  time- 
limited.   Second,  eliminating  sanctions  from  the  program  will  go  a 
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long  way  towards  wiping  away  the  "bad  history"  detailed  in  the 
testimony  John  gave  at  the  Chicago  field  hearing.  Many  recipients 
still  are  reluctant  to  get  involved  with  JOBS  because  they  distrust 
the  package  of  services  available,  and  they  fear  it  will  all 
ultimately  lead  to  sanctions.  Removing  this  disincentive,  together 
with  more  effective  marketing  of  the  prograa  amd  elimination  or 
substantial  modification  of  the  20  hour  rule,  will  lead  to  much 
higher  "voluntary"  participation  rates. 

"^Iff^?aflte  Work  RcatrictioM  on  Receiving  ATDC 

Two  artificial  restrictions  on  receipt  of  AFDC  discourage 
clients  from  wor)dLng  and  families  froa  saying  together.  The  100 
hour  rule  serves  no  useful  purpose  and  should  be  eliminated.  The 
AFDC-L'  rules  should  be  loosened,  at  least  with  respect  to  young 
parents,  so  that  2  parent  families  with  involvement  in  education  or 
training  can  qualify  for  AFDC. 

gliminate  AFDC-0  JOBS  Participation  Requirements 

These  distract  prograa  resources  and  imprudently  restrict  the 
States'  discretion  in  how  to  shape  their  JOBS  programs.  They 
should  be  eliminated. 

We  thank  the  Committee  for  this  opportunity  to  present  our 
views. 

Sincerely, 


JohnBwman 


Daniel  J./  Lesser 
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Parents  for  Justice,  3  Pleasant  St.,  Concord,  N.H.  03301  (603)7^6-4817 
Advocacy  for  Low-Income  Single  Parents 
/ 
Test  imony 
by 
Sara  Dustin 
Co-Director,  Parents  for  Justiee 
to  the 
Sub -Comrai t t ee  on  Human  Resources 
Committee  on  Ways  and  Means,  U.S.  House  of  Representatives 
on 
Trends  in  Spending  and  Caseloads  for  AFDC 


I^ .  The_^m£ac_t_of  _r  ecent_S  t^a  t  e_bud£e  t^_£robl^£m£_on_tJie_N_^H_; AFDC 

Pro£ramj_ 

N.H.  has  seen  a  remarkable  growth  o£  sympathy  for  AFDC  parents 

in  the  last  five  or  six  years,  both  in  the  state  legislatuie,  and 

among  the  population  at  large.   This  is  due  in  part  to  the 

homogeneity  of  N.H.  society  which  makes  it  difficult  to 

separate  the  AFDC  population  out  as  a  special  and  undesirable 

sub-group.   Support  for  the  AFDC  program  is  also  strong  in  the 

N.H.  Legislature  because  of  the  very  high  proportion  of  women 

in  that  body,  many  of  whom  have  worked  their  way  up  into  positions 

of  power,  and  who,  as  a  group,  have  been  able  to  make  their 

high  priority  for  the  support  of  child  rearing  in  all  its 

guises  into  an  established  parameter ~6f  legis 1  at ive  decision      "^ 

making . 

Also,  because  N.H.  legislators  are  not  isolated  by  wealth  from 
the  problems  which  beset  the  rest  of  us,  it  is  not  all-  that 
uncomman  to  find  a  legislator  who  has  an  adult  child  on  AFDC. 
There  is  nothing  that  makes  a  conservat ive , budget   conscious 
legislator  a  radical  about  the  aFDC  program  faster  than  watching  her 
daughter  and  grandchildren  suffer  with  its  inadequacies.   In 
addition,  in  N.H.  as  on  the  federal  level,  more  and  more  women 
are  coming^  to  participate  in  the  legislative  process,  either  as 
legislators,  lobbyists,  or  staff,  who  have  spent  some  time 
raising  children  on  AFDC,  and  who  are  ferociously  committed  to 
seeing  that  program  well  supported  and  its  participants  respected, 
even  though  they  may  not  be  willing  to  make  this  part  of  their 
life  experience   public. 


This  has  meant  that  during  the  last  three  years  of  budgetary  crisis 
in  N.H.,  cutting  the  AFDC  grant,  widely  perceived  as  grossly 
inadequate  as  it  stood,  was  not  an  acceptable  topic  of  discussion. 
Cuts  were  made  in  the  administrative  staff  which  were, and  are. 
detrimental  to  AFDC  families,  but  the  grant  was  a  sacred  cow, 
and  because  of  a  rising  incidence  of  homelessness  among  families 
with  children,  the  AFDC  Emergency  Assistance  Program,  which 
provides  payments  to  prevent  eviction,  rental  deposits,  and 
heating  assistance,  was  increased  to  cover  10  months  of  the  year 
(from  3)  during  this  period.   Philosophic  conservatives  who 
argued  for  cutting  the  gr^nt  because- it  creates  dependency,  ended  up 
feeling  foolish  and  losing.   in  their  sub  committies  and  on  the 
floor  of  their  chambers  to  big  majorities;  recent  votes  for 


no 


improvements  in  the  grant  have  run  260  to  100  in  the  House, 
•and  to  all  intents  and  purposes  haue  been  unanimous  in  our  26 
member  Senafe. 
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expected  to  deliver  their  children  to  daycare  on  a  regular 
schedule  and  to  make  it  on  time  and  unfailingly  to  JOBS 
sites  that  can  be  miles  away  in  rural  N.H.   It  is  likely 
that  most  of  then  will  be  exempted  from  this  valuable 
pathway  back  into  normal  American  life  because  of  lack  of 
reliable  transportation  or  because  of  the  needs  of  chronically 
ill  children. 


The  m 

that 

absen 

much 

that 

utili 

of  he 

Night 

in  N. 

not  f 

for  s 

pe  1  vi 

for  h 

repor 

plain 

f  our  t 

luxur 

unsaf 

rural 


other  w 
when  sh 
ce ,  the 
of  firs 
is  so  d 
ty  comp 
at  as 
s  ar  e  s 
H.  As 
ind  a  p 
ix  mont 
c  inf la 
is  chro 
ted  doi 

water 
h ,  do  in 
y  to  re 
e  on  th 

N.H. 


ith  t 
e  cal 
s  cho 
t  gra 
raf  ty 
any  $ 
s  oon 
till 
econd 
hy  s  ic 
hs  ,  s 
ma  tor 
nic  c 
ng  di 
becau 
g  wit 
s  iden 
e  roa 


he  chi 
1  into 
ol  com 
de  to 

and  h 
1500  t 
as  win 
well  b 

mothe 
ian  or 
he  did 
y  de  s  e 
ondi t  i 
shes  , 
se  the 
hout  s 
ts  of 
ds  abo 


Id  with 
school 
p 1 ained 
3 uceed  J 
ard  to 
his  win 
ter  off 
elow  fr 
r  confi 
a  phar 
wi  thou 
ase  so 
on  ( sh 
laundry 
re  was 
now  t  ir 
D.C.  ,  b 
ut  half 


bro 
tha 
tha 
she 

heat 

ter 

ic  i  a 

eez  i 

ded 

macy 

t  me 

her 

e  su 

,  an 

no  m 

e  s  , 

ut  w 
the 


nchit 
t  raor 
t  he 

live 

that 
and  w 
lly  e 
ng  th 
to  me 

that 
dicat 
child 
rvive 
d  her 
oney 
which 
hich 

time 


is  r 
ning 

was 
s  in 

she 
ill 
nds 
is  t 

tha 

wou 
ion 

cou 
d). 

inf 
for 

may 
mean 
I  in 


epor 
to 

mis 

a  a 

owe 

face 

on  M 

iine  ' 

t  be 

Id  t 

f  oi; 

Id  h 

Ano  t 

ant  ' 

soap 

see 

s  th 

the 


ted  to  me 
report  his 
sing  too 
ged  dwell ing 
s  the 

a  cut  off 
arch  21 . 
o^  year 

cause  she  could 
ake  medicaid 
her  own 
avB  antib-iotics 
her  parent 
s  diapers  in 
,  and  a 
m  like  a 
at  vou  are 

winter,  in 


If  we  are  able  to  legislate  a  statuatory  COLA  for  AFDC  in 
N.H.  it  will  do  no  more  than  maintain  the  grant  at  this 
highly  dangerous  and  defeating  level  of  need.   The  increase 
in  the  earned  income  disregard  we  are  contemplating  will 
require  a  federal  waiver.   If  that  is  gained,  it  will 
permit  the  mother  of  very  young  children  to  earn  enough 
through  part-time  work  to  pull  herself  out  of  this  hole; 
to  make  sure  there  is  food  at  the  end  of  the  month,  laundry 
detergent,  that  the  utility  bill  is'  paid,  and  perhaps  even 
make  repairs  on  the  car.   The  support  of  Congress  in  both 
these  area  would  be  most  welcome. 


In  conclusion,  I  would  like  to  say  that  the  media's 
presentation  of  the   15  year  old,  pregnant,  inner  city, 
hign-school  dropout   as  the  representative  American  AFDC 
mother  has  done  the  AFDC  program  a  serious  disservice.    It 
is  resulting  in  the  redesign  of  the  program  as  a  means  of 
controling  behavior  which  is  the  product  of,  and  probably 
appropriate  to,  the  toughest  and  most  dangerous  living 
situations  our  society  provides.   The  AFDC  parents  I 
encounter  in  N.H.  bore  their  children  at  a  reasonable  age, 
are  often  the  suvivors  of  very  bad  marriages,  and  are 
perfectly  capable  of  moving  back  into  the  workforce  at 
a  reasonable  pace,  given  adequate  support  when  their  children 
are  young.   Ex-AFDC  mothers  do  not  win  seats  in  the   N.H. 
Legislature  because  they  are  afflicted  with  permanent 
dependency,  or  because  a  stay  on  AFDC  rended  them  dependent. 
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But    while    they    are    in    the    throes    of    raising    very    young 
children,    they    are    like    all    women    everywhere,    truly    in    need 
of    help    from    some    other    adult(s),    a    mate,    a    female    kinship 
group    (as    in    Central    Africa),or.,  in    unfortunate    circumstances, 
their    community.       This    dependency    is    both    real    and    legitimate, 
for    no    other    society    except,     increasingly,     our    own,     expects 
a    woman    to    be    capable    oi    both    attending    to    the    needs    of    an 
infant^    and    support       herself    and     it    alone. 

Programs    designed    to    deal    with    the    problems    of    teen    pregnacy, 
school    drop-out,     and    the    dissolution    of    the    family    and    of 
the    society    in    the    inner    city    should    be       specificly 
created    for    that       set    of    problems,    and    should    address    the  -     . 

root    causes    of    inner    city    social    dissolution,    not    attempt 
to    modify    the    behavior    of    young    women    bearing    children 
by    making    their    support    system    more    and    more    inadequate, 
because    the    young    women    are    making    the    best    adaption    to 
a    pathological    social    situation    within      their    power,    not 
causing       it.     After   all,    in   a    society    in    uihich   many    of    the  young 
men   of    ones   age  cohort   luill    be   dead   or   incarcerated   by   age  19,    the 
biologically    successful    woman    is    the   one   luho    reproduces   very,    very 
early.      She  cannot   afford   the  luxury    of    luaiting   until    the  conditions 
for  the   support   of    her  children   are   exactly    right,    luhich   is   available 
to   the   prospecttiv/e   mother   in   more   stable   and  nurturing   environments. 
Since   the    reproductive   instinct    is   an   extremely   poiuerful    one, 
making   the  conditions   of   child   rearing  more   discouraging  will   probably 
not  be   an    effective   deterent    to   teen   pregnancy    undar   the   conditions 
that   prevail    in, say',   L.A.      A   better   approach   would   be   to   change   the 
parameters    of    the   young   women's    decision   by    taking   steps   to   ensure   that 
the  young  men   are   around  longer,    and   on    a   developmental    track    which 
prepares   them  to  take   on    the   responsibilities   of   fatherhood  as   adults. 
Again    I    urge  you,    if   you   are   seriousmabout   wishing   to   reduce   teen 
pregnancy    and  create  moue   intact   families   in    the   inner  city,    that 
Congress  launch   an   all    out   campaign    to  make   sure   inner  city   youths 
make   it   to   responsible   manhood   by   a   program   which   intervenes   at   age 
twelve,    or  before. 

The   ArOC   program   for   the  nation    as   a   whole   should   be   aimed   at    the  . 

mainstreajm_  of   American  life  and  should  be   designed   to 
foster    growth,    health,    and    success    among    the    great    majority 
of    ordinary    women    who    have    occassion    to    need    it    and    are    not 
trapped    in    pathological    social    situations    which    preclude 
success,     for    only    with    adequate    support    can    we    ensure    that 
they    and    their    children    can    emerge    from    the    program    with    the 
capacity    to    contribute    to    our    society    and    to    the    strength    of 
our    country, 
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STATEMENT  OF  CECIL  H.  STEPPE,  COUNTY  OF  SAN  DIEGO  DEPARTMENT  OF 
SOCIAL  SERVICES 
The  County  of  San  Diego  Department  of  Social  Services  has  had 
many  challenges  in  the  past  year  including  increased  Aid  to 
Families  with  Dependent  Children  (AFDC)  caseloads,  programs  that 
are  impacted  by  undocumented  persons  and  a  Grand  Jury  report 
stating  that  fraud  prevention  through  welfare  reform  is  needed  to 
address  the  voice  of  the  overburdened  taxpayer. 

The  increase  in  the  AFDC  caseload  has  impacted  the  County  of 
San  Diego.  Necessary  staffing,  facilities  and  the  need  for 
additional  services  to  accommodate  the  influx  of  AFDC  clients  to  an 
area  with  good  weather  and  high  AFDC  payments  has  had  negative 
impacts  on  the  County. 

CASELOAD.  LINE  STAFF  AND  A8SIBTAMCE  PAYMENT  GROWTH 


FISCAL  YEAR  AVERAGE  CASELOAD 

8AN  QgQO  COUNTY 
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FISCAL  YEAR 

FISCAL  YEAR  AVERAGE  LINE  STAFF 

SAN  DIEOO  COUNTY 
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FISCAL  YEAR  AVERAGE  ASSISTANCE  PAYMENTS 

SAN  OCaO  COUNTY 
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EXPENDITURE  GROWTH  FOR  ALL  AID  PROGRAMS 


PACT  SIIBBT  -  INCOME  MAINTENANCE  BUREAU 
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IMMIGRATION  ISSUES 

San  Diego  County  is  adjacent  to  Mexico.  Because  San  Diego  County 
is  a  border  city,  it  experiences  issues  in  the  primary  aid  programs 
that  most  counties  and  states  do  not  experience.  In  a  report  given 
to  the  California  State  Senate  Special  Committee  on  Border  Issues 
by  Cecil  Steppe,  Director,  County  of  San  Diego  Department  of  Social 
Services,  Mr.  Steppe  identified  the  following  issues  as  problems 
regarding  the  primary  impact  of  undocumented  persons  on  the  aid 
programs. 

•  A  valid  identification  system  is  needed.  A  primary  problem  in 
San  Diego  is  determining  correct  identification  of  an 
undocumented  person.  Falsified  documents  are  easy  to  obtain 
and  encourage  undocumented  people  to  commit  fraud.  Improved 
methods  for  the  positive  identification  of  all  applicants  and 
recipients  is  essential  to  ensure  program  integrity. 

•  The  AFDC  program  does  not  issue  benefits  to  undocumented 
persons.  U.S.  born  children  are  potentially  eligible  to  AFDC 
benefits.  Approximately  3,963  of  all  active  AFDC  cases,  or 
6.6%  of  actual  cases  include  undocumented  persons  as  unaided 
relatives. 

•  In  the  Medi-Cal  program,  undocumented  persons  may  be  eligible 
to  restricted  benefits  for  emergency  and  pregnancy  services. 
During  the  month  of  November  1992,  there  were  6,738 
undocumented  adults  and  6,463  undocumented  children  receiving 
these  benefits. 

•  San  Diego  County  also  provides  protective  services,  including 
Foster  Care  placement,  for  children  at  risk  of  neglect  or 
abuse  regardless  of  their  citizenship  status. 


GRAND  JURY  REPORT 

The  San  Diego  County  Grand  Jury  Report  number  3  entitled  " 
Department  of  Social  Service,  Income  Maintenance  Bureau  -  A  Study 
of  Welfare  Fraud"  was  a  critical  review  of  the  County's  welfare 
payments  system.  The  report  examined  the  County's  welfare  system 
for  the  purpose  of  determining  systematic  vulnerability  to  fraud 
and  recommended  cortectiVe  ftctioni   In  the  course  of  its 
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investigation  into  the  San  Diego  Department  of  Social  Services 
Income  Maintenance  Bureau,  the  Grand  Jury  did  not  focus  only  on 
elements  within  control  of  the  Department  of  Social  Services.  The 
Grand  Jury  found  that  the  highly  restrictive  Federal  and  State 
regulations  make  the  rules  and  regulations  governing  the  aid 
programs  a  bureaucratic  quagmire.  The  Grand  Jury  made  the 
following  suggestions  for  legislative  change: 

•  Require  proof  of  residency  for  a  fixed  period  of  time; 

•  Allow  exchange  of  information  with  law  enforcement; 

•  Allow  adequate  time  to  check  information  prior  to 
granting  Immediate  Need  requests; 

•  Change  the  determination  of  need. 

CODNTY  OF  SAN  DIEGO  COONTY  BOARD  OF  BDPERVISOR  LEGISLATIVE  POLICY 

The  County  of  San  Diego  has  developed  legislative  policy  addressing 
fraud  prevention.   The  goals  included  in  the  policy  are: 

•  Preserve  tax  dollars  for  the  truly  needy; 

•  Prevent  and  identify  fraud; 

•  Impose  consequences  for  failure  to  report  information 
accurately. 

Issues  for  resolution  identified  in  the  legislative  policy  are  as 
follows: 


A  coordinated  client  registry  requiring  photographs  and 

fingerprints; 

Stronger  fraud  penalties; 

Recovery   of   fraudulent   overpayments   by   providing 

incentives  for  fraud  detection; 

Waive  confidentiality  constraints; 

Increased  exchange  of  information  between  Federal,  State 

and  local  government  agencies; 

Employer  penalties  which  will  fine  employers  for  paying 

employees  under  the  table; 

Electronic  information  exchange  with  INS  for  immigration 

information. 


CORRECTIVE  ACTION 


Corrective  action  in  the  County  of  San  Diego 
identifying  and  reporting  fraud  have  included: 


to  assist  in 


Developing  legislative  proposals  to  change  regulations 

which  encourage  fraud; 

Submitting  proposed  regulation  changes  to  the  State  to 

help   tighten   up   or   remove   regulations   that   help 

perpetuate  fraud; 

Transferring  responsibility  for  welfare  investigations 

staff  to  the  District  Attorney's  office; 

Piloting  projects  to  finger  print  and  photograph  General 

Relief  clients; 

Providing  line  staff  with  eight  hours  of  fraud  training 

per  year; 

Issuing  written  material  to  staff  to  ensure  correct 

interpretation  of  Federal  and  State  regulations; 

Installing  a  toll-free  number  to  the  fraud  hotline; 

Completing  a  100%   case  review  which  included  fraud 

prevention; 

Developing  a  code  of  ethics  for  employees; 

Developing  a  bar  coding  and  case  tracking  system; 

Completing  a  data  link  match  for  General  Relief  with 

Orange  County; 
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